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1 Introduction 
1. As part of our regular scrutiny of the Department for Transport’s Annual Reports, we 
held an evidence session on 29 November 2006 on the 2006 Report.1 The Secretary of State 
for Transport, Rt Hon Douglas Alexander MP, and the Permanent Secretary, Sir David 
Rowlands KCB, gave oral evidence. We are grateful to our witnesses, and to officials at the 
Department for Transport for responding to our supplementary questions.  

2. The work of the Department for Transport has attracted increased political attention 
over the past decade. The decisions it makes now have important implications, going 
beyond narrow considerations of the functioning of the transport system. The success of 
the UK economy and the protection of the climate are just two examples of significant 
demands which depend on a modern, efficient and appropriate transport system. 
Furthermore, the Department is responsible for very large sums of public expenditure: 
£13.5 billion in 2005–06.2 

3. Given the critical nature of the Department’s work, it should not expect to be able to 
operate on an ad hoc basis, or in a mode of ‘crisis management’. The nation must be able 
to see a clear strategy, and this must be supported by a programme of detailed and 
staged policies which will ensure it is delivered. Our examination of the Department’s 
latest Annual Report suggests that the Department still has some way to go before it 
achieves this goal. In this Report we examine the evidence of what has been achieved so 
far.  

 
1 Department for Transport Annual Report 2006, Cm 6817 

2 ibid, Appendix A, page 227, total public spending calculated as the total of the resource budget plus the capital 
budget, less depreciation. 
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2 Administration of the Department for 
Transport 

Shared Services 

4. The Department for Transport is an ‘early adopter’ in the programme to introduce 
‘shared services’ across Whitehall. The purpose of the Shared Services programme is to 
“introduce more modern, simpler and standardised support services processes—initially in 
HR, finance and payroll—leading to both efficiency and effectiveness improvements.”3 The 
Programme is part of the Department’s response to the Gershon efficiency review.4 When 
we looked at the Shared Services programme during our inquiry into the Department’s 
Executive Agencies5, we noted that the exact cost remains unclear.6 We also raised 
concerns over whether the level of optimism bias included in the plan—then £5.3 
million—was sufficient. 7  

5. We were therefore less than impressed when the Permanent Secretary told us in our 
recent evidence session that the optimism bias “was not optimistic enough” and that the 
overall cost of the project had escalated from the original £50 million.8 One reason for the 
cost increase is because implementation of the project has been delayed. The migration of 
the Driver and Vehicle Licensing Agency and the Driving Standards Agency onto the 
system has been held back from August 2006 to April 2007 while problems are resolved. 
The Department told us that: “getting the solution right before its ‘switch on’ is more 
sensible and ultimately likely to be less costly than trying to deal with problems or issues 
afterwards.”9 We agree that the Department should ensure the new system works before 
attempting to move operations on to it, but we are disappointed by the delay and 
concerned by its effect on the Department’s ability to deliver its programme. 

6. Firm revised cost estimates are not yet available but the Permanent Secretary told us: 
“this project has been put together on the basis of a very conservative business case, and 
even with some cost increase the business case is still positive”.10 The estimated costs of the 
programme have risen consistently since its inception and we expect the Department to 
keep a tight control on further cost rises to ensure that the programme ultimately delivers 
value for money. 

 
3 Ev 6 

4  Sir Peter Gershon CBE, Releasing Resources for the Frontline: Independent Review of Public Sector Efficiency, HM 
Treasury, July 2004. 

5 Transport Committee, Ninth Report of Session 2005–06, The work of the Department for Transport's Agencies – 
Driver and Vehicle Operator Group and the Highways Agency, HC 907  

6 ibid para 14 

7 Optimism bias is the demonstrated systematic tendency for appraisers to be over-optimistic about key project 
parameters. It must be accounted for explicitly in all appraisals. 

8 Qq 143–144 

9 Ev 6 

10 Q144 and see Ev 46 
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7. There are also concerns over the suitability of the Department for Transport to be in the 
vanguard of the project. The Cabinet Office’s policy is that “Government Corporate 
Services (human resources, finance, IT, procurement, etc) could be delivered through a 
handful of professional organisations—serving a minimum of 20,000 but preferably 50,000 
or more customers [i.e. staff].”11 But in the Department for Transport group, there are just 
19,000 staff. The Permanent Secretary explained that 3,000 volunteer staff in the Coast 
Guard Rescue Service took the total number of staff over the minimum threshold for a 
viable shared services programme.12 The volunteers require travel and subsistence 
payments and therefore need to be included in the system. We are concerned that the 
Department has to rely on thousands of volunteers to make up the numbers to ensure a 
viable service. It is possible that in the long-run a shared services function serving fewer 
than 50,000 staff will not survive and we believe the Department, being one of the most 
advanced in developing a shared services function, is well placed to offer its services to 
other Departments. 

8. The Committee applauds the Department’s efforts to improve the efficiency and 
effectiveness of its support services but we continue to be concerned by cost increases 
and delays in implementation of the shared services programme. In July 2006 we drew 
attention to likely problems with the level of optimism bias in the project, and we are 
concerned that this continues to cause difficulties. We urge the Department to 
scrutinise its figures carefully and re-examine its risk assessment in order to ensure that 
the plans more accurately predict the likely final cost. We encourage it to actively seek 
customers for its service from outside the Departmental group in the future, in order to 
secure the long-term viability of the programme. 

 
11 Transformational Government 2006, Cm 6970, page 16 

12 Q150 
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3 The Department’s Public Service 
Agreement targets 
9. The Government’s Public Service Agreement (PSA) targets give an indication of the 
outcomes expected from the level of expenditure allocated. The Department for Transport 
currently reports against the PSA targets set in the Spending Review 2004 which covers the 
period 2005–08.  

10. The Department has seven PSA targets (which is roughly the average number).13 The 
Department explains that “PSA targets are used sparingly and do not cover the full range of 
the Department’s responsibilities”.14 Indeed several transport modes are entirely excluded. 
Aviation, shipping, cycling, walking and freight are not directly covered by any PSA target. 
The Department’s Annual Report lists public expenditure by a set of broad objectives, but 
not PSA targets, the extent to which expenditure follows the PSA targets is therefore not 
clear.15 

11.  The Department is on track to meet only two of the seven targets. The Government 
describes the PSA targets as a contract between the public and Government.16 Given this 
picture of failure, we suggest the public should consider the contract unfulfilled, or that the 
targets are no more than aspirations which fail to guide the application of resources and 
should be abandoned. Targets should not be something visited once a year in performance 
reports—they should steer the focus and energies of the Department throughout the period 
to which they relate. The Department’s record of poor performance against its targets 
indicates that it neglects to do so. 

 
13 The number of Departmental PSA targets held are as follows: CO 3, DCMS 4, DCA 5, MoD 6, HO 7, DfT 7, ODPM 8, 

DoH 8, FCO 9, Defra 9, DWP 10, HMT 10, DTI 11, DfES 14. 

14 Department for Transport Autumn Performance Report 2006, Cm 6976, page 1  

15 Public spending is listed by PSA Objective in Table A1 of the Annual Report, page 226 

16 Department for Transport Autumn Performance Report 2006, Cm 6976, page 22, para 2.7 
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12. Table 1 below gives an overview of the Department for Transport’s performance. 

Table 1: DfT's Public Service Agreement Targets 

PSA Target 

Target 
met / 
on 
track? 

1 Road congestion – 
strategic roads 

By 2007–08, make journeys more reliable on the strategic road 
network. X 

2 Road congestion – 
local roads 

By 2010–11, the ten largest urban areas will meet the 
congestion targets set in their Local Transport Plan relating to 
movement on main roads into city centres. The target will be 
deemed to have been met if, on target routes in the ten largest 
urban areas in England, an average increase in travel of 4.4 per 
cent is accommodated with an average increase of 3.6 per cent 
in person journey time per mile. 

X 
 

3 Rail  Improve punctuality and reliability of rail services to at least 
85 per cent by 2006, with further improvements by 2008. 

 

4 Bus and light rail By 2010, increase the use of public transport (bus and light rail) 
by more than 12 per cent in England compared with 2000 
levels, with growth in every region. 

X 

5 Road safety Reduce the number of people killed or seriously injured in 
Great Britain in road accidents by 40 per cent, and the number 
of children killed or seriously injured by 50 per cent by 2010 
compared with the average for 1994–98, tackling the 
significantly higher incidence in disadvantaged communities. 

 

6 Air quality Improve air quality by meeting the Air Quality Strategy targets 
for carbon monoxide, lead, nitrogen dioxide (NO2), particles 
(PM10), sulphur dioxide (SO2), benzene and 1,3-butadiene. 
(This is a joint target with DEFRA).  

X 

7 Climate change To reduce greenhouse gas emissions to 12.5 per cent below 
1990 levels in line with our Kyoto commitment and move 
towards a 20 per cent reduction in carbon dioxide emissions 
below 1990 levels by 2010, through measures including energy 
efficiency and renewables. (This is a joint target with DEFRA 
and DTI). 

X 

– Efficiency The SR2004 Efficiency target to achieve annual efficiency gains 
of 2.5 per cent against the Departmental Expenditure Limit is 
not a PSA target. 

 

 

13. On 19 July 2005 the Chief Secretary to the Treasury announced that the Government 
intended to launch a fundamental Comprehensive Spending Review (CSR) reporting in 
2007, to identify what further investments and reforms are needed.17 This will cover 
departmental allocations for 2008–09 to 2010–11. It is also an opportunity for 
Departments to redefine the key outcomes that the public can expect by amending their 
PSA targets according to the investment priorities. The Secretary of State told us that the 

 
17 HM Treasury press notice 65/05 19 July 2005 http://www.hm-

treasury.gov.uk/newsroom_and_speeches/press/2005/press_65_05.cfm  
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Department was “actively engaged in discussions both with the Chief Secretary and the 
Chancellor, anticipating the coming spending review” at both official and ministerial 
level.18  

14. We were therefore disappointed by the Secretary of State’s unwillingness to invite the 
Committee to participate in the review of PSAs.19 We are aware that other government 
departments have made commitments to pass draft PSA targets to their respective 
select committees for comment, and we see no valid reason why the Department for 
Transport cannot do likewise.20If the PSA targets are, as the Government suggests, a 
contract between Government and the people, then the people’s elected representatives 
should have some influence over their content. Consultation with the appropriate select 
committee would seem to be an obvious way to achieve this, and we recommend that 
the DfT make its draft PSA targets available to us for constructive comment.  

Departmental funding  

15. In addition to setting targets, the CSR will also set a budget for the three years from 
2008–09. The Secretary of State told us that the Department was discussing its budgetary 
needs keeping in mind the inevitable constraints on public expenditure.21 Of the 
Departments which have already been given their budgets, most are facing year-on-year 
real terms reductions of about 5%. We expect to see evidence that the Department is 
making a strong case to ensure that any budget reductions can be found from genuine 
efficiency savings rather than cuts in services to the public or delays in much-needed 
investment. 

Performance against the congestion targets 

16. The DfT published new congestion targets for urban and strategic roads in July 2005. 
The baseline data was collected between August 2004 and July 2005, and this is the first 
year for which performance figures were due to be reported.  

Congestion on the strategic road network 

17. The Annual Report did not include an assessment of performance against the 
Department’s new strategic road target. The target aims to make journeys on the strategic 
road network more reliable—there is no numerical value attached to the target, any 
improvement would mean it had been met. However, the Secretary of State told us that 
“initial analysis shows that on a selection of routes the average delay encountered on the 
worst journeys has increased slightly”.22 The DfT’s Autumn Performance Report, 
published in December 2006, quantified the change: “the average delay encountered on the 
worst 10 per cent of journeys increased by 2.9 per cent from 3.8 minutes per ten miles in 
the baseline period, to 3.9 minutes per ten miles in the latest period (August 2005 to July 

 
18 Q6 

19 Qq 12, 13 

20 DEFRA and Home Office 

21 Q8 

22 Q15 
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2006).”23 The Department advised us that in terms of real journeys, this means that 
travelling 100 miles on a motorway will take 66 seconds longer than in the baseline 
period.24 Owing to “serious anomalies in some of the data”25, the Department has not yet 
included all sections of the strategic network in the baseline data or the assessment data.26 

18. Although the deterioration in reliability for an average journey is so small as to be 
negligible when experienced by the motorist, it is nevertheless a matter of concern that 
congestion-related delays have not improved on the country’s strategic road network. 
Despite the problems faced, the Department has chosen to restrict road pricing 
demonstration schemes to urban roads rather than the strategic network. The Secretary of 
State advised us that the Department and its executive agency, the Highways Agency, is 
attempting to reduce congestion through a combination of getting better information to 
drivers; targeting investment at pinch points; and managing the network more effectively, 
for example with Traffic Officers.27 He told us: “The Highways Agency is working on a 
detailed development of a full range of interventions that will contribute to delivery of the 
target by 2007–08.”28 The Department also has an extensive road building and capacity 
improvement programme underway, funded by £1.9 billion of investment between 2005 
and 2008.29 

19. There is little evidence that these methods have been particularly successful to date. The 
Department’s own study into road pricing found that measures such as extra capacity, 
land-use planning and better public transport would only ever have short-lived impacts in 
areas of high demand, if new demand replaces old.30 The congestion target and the 
accompanying baseline data were established only a year ago, making it difficult to judge 
any long-term trends in performance. However, the target itself only covers the very short 
term: striving for any improvement by 2007–08. Failing against a road congestion target 
with such a weak ambition is in itself disappointing. If the target for strategic roads is 
to be met, the Department and the Highways Agency will have to implement a full 
package of bold measures. We would suggest that the Department should not exclude 
the possibility of road pricing demonstration projects on the most congested sections of 
the strategic road network.  

Congestion on the local road network 

20. The Department did not set the baseline data for the local road congestion target until 
its revised Technical Note was published in July 2006. This meant performance against the 
local road congestion target had not been assessed in time to be included in the 2006 
Annual Report. The Department anticipates that the first assessment of performance is 

 
23 Department for Transport Autumn Performance Report 2006, Cm 6976 page 9 

24 Ev 46 

25 Department for Transport Autumn Performance Report 2006, Cm 6976, page 10 

26 The Autumn Performance Report cites an average performance figure for 58 routes, out of a total of 103 routes. 

27 Q28 

28 Q15 

29 Department for Transport Annual Report 2006, Cm 6817 page 67 

30 Department for Transport (2004) Feasibility Study of Road Pricing in the UK, page 5 
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likely to be published in next year’s Autumn Performance Report, due in December 2007.31 
This amounts to a significant delay—particularly considering that the target applies until 
only 2010–11. 

21. The target itself is complex. Each of the ten largest urban areas have set a targeted 
increase in person journey travel time on main roads into city centres, taking into account 
expected increases in total distance travelled.32 On average the target will be judged to be 
met if a 4.4% increase in travel is accommodated within a 3.6% increase in person journey 
time per mile. There is considerable variety in both the expected increase in travel and the 
targeted increase in journey travel time across the ten areas (and of course, also in the 
baselines). For example: travel is expected to increase between a range of 1.5% in Greater 
Manchester and 12.1% in Tyne and Wear; and journey times are targeted to increase by 
between 0% in Greater Manchester and 14% in Bristol.  

22. The data on which the target is underpinned is also complex. The data is derived from 
in-vehicle GPS tracking systems. In assessing the quality of the data, the Department states 
that coverage varies and the data provides an estimated average journey time, since robust 
information on every vehicle traversing every route is not available. The Secretary of State 
told us: “we are very much at the cutting edge of data collection and technology within 
these urban areas.”33 We welcome the innovation embraced by the Department in 
measuring local road congestion, but look forward to measures which will make the 
information provided more accurate and realistic.  

23. The Secretary of State indicated that the Department expects local authorities to use a 
variety of measures to reduce urban congestion in the next four years: better enforcement 
of traffic regulations; better transport planning; promoting public transport as a genuine 
quality alternative to the car; traffic management technology; and investing in particular 
road junctions and road layout.34 There is nothing new about these measures, and we are 
concerned that faced with the continuing increase in car ownership and the annual 
distance travelled on the roads, they will not be sufficient to turn the tide of worsening 
urban congestion. The only new measure advanced by the Secretary of State was the 
proposed road pricing demonstration projects. Road pricing would introduce a system of 
charges to use roads which varied according to the level of congestion. 

Road pricing demonstration projects 

24. The Government's aim over the next five years is “to develop a sizeable city-region 
pathfinder to demonstrate, at scale, the role that pricing could play.”35 Local authorities 
have been invited to submit bids for the Transport Innovation Fund by July 2007. The two 
categories for funding are ‘congestion schemes’ and ‘productivity schemes’.36 It is clear that 

 
31 Department for Transport Autumn Performance Report 2006, Cm 6976 page 13 

32 The ten largest urban areas are London, Greater Manchester, West Midlands, Merseyside, South Yorkshire, West 
Yorkshire, Tyne & Wear, Nottingham, Leicester and Bristol. 

33 Q19 

34 Q18 

35 Department for Transport Annual Report 2006, Cm 6817 paragraph 4.38.  

36 Department for Transport, Transport Innovation Fund Guidance January 2006 
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the prospect of a successful bid will be increased if the proposals include an element of road 
pricing. Pump-priming funding has already been awarded to some local authorities to 
assist in the development of packages of schemes which include pricing. The authorities 
considering schemes are varied in size and character; they include for example, the West 
Midlands, Greater Manchester, and Norfolk, Cambridgeshire and Shropshire. 

25. The Secretary of State told us that the Department was engaged in “intensive 
discussions” with local authorities and that he would be “in a position by around the end of 
…[2007] to have reached a definitive view in terms of the regional pilots.”37 The 
Department issued a Prior Information Notice on 18 July 2006, inviting technology 
companies to participate in a series of demonstration projects to help develop 
understanding on how road pricing schemes might operate in practice.38 

26. We welcome the debate on road pricing and the Department’s efforts to move this 
forward. In particular, we believe it is right to be looking for a common technological 
application early on, as well as an overriding framework of objectives, to ensure the 
small-scale pilots are transferable to the national stage. 

27. The Secretary of State explained: 

“The challenging point… is to make sure that we do not devise… a range of different 
bespoke solutions, but that we do … say, ‘What is the basis on which the proposals 
you are putting forward… could have common technological application or be 
scaleable…’”39  

Clearly road pricing schemes would need to meet a selection of both local and national 
requirements if they are to be local “path-finders” for a national road pricing system. The 
Secretary of State was keen to stress that local authorities were submitting bids on a 
voluntary basis and there was no requirement for a local authority, or a region, to 
undertake a demonstration project.40 As our report on Local Transport Planning and 
Funding illustrated,41 the Transport Innovation Fund will grow within five years to dwarf 
the other sources of funds available for local authority and regional transport 
improvements. The Fund will first be made available in 2008–09 with a budget of £290 
million, which rises to £2.5 billion in 2014–15.42 There is real pressure to develop a scheme 
despite indications from some local politicians that residents would rather endure 
congestion, than pay more to use the roads.43 We are concerned that, although strictly 
speaking road pricing schemes are voluntary, the very significant levels of funding 
associated with the bids and the broad scope of transport improvements the funding 
could deliver, place significant pressure on authorities to engage with the project.  

 
37 Q16 

38 Ev 1 

39 Q29 

40 Q24 

41 See Transport Committee Twelfth Report of Session 2005-06 Local Transport Planning and Funding, HC 1120, for a 
discussion of the TIF framework  

42 Department for Transport Annual Report 2006, Cm 6817 page 74 

43 Q25 
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28. We note the Secretary of State’s recognition that road pricing will not be the ‘silver 
bullet’ which eliminates congestion, and share his belief that to be successful it must be part 
of a variety of measures.44 In particular, we would stress that in order to provide people 
with an attractive alternative to paying more to use the roads, there must be tangible 
improvements to public transport, made ahead of the introduction of road pricing.  

Performance against the local transport and bus use target 

29. The Department has a target to increase use of public transport—it restricts the 
definition to bus and light rail—by more than 12% by 2010 in England compared with 
2000 levels, with growth in every region. The Secretary of State was certainly using 
understatement in his assertion that “the target for patronage in every region remains 
challenging.”45 In most regions bus patronage is falling. A significant increase in bus 
patronage in London since 2000 accounts for the vast majority of the national average 
increase. Only a handful of authorities outside London have achieved patronage increase: 
Telford, Brighton, Dorset, York, West Sussex and Cambridgeshire. We explored the 
reasons for this trend in our recent report on Bus Services Across the UK.46 

30. We are disappointed not only by the lack of progress in encouraging people to use 
public transport, but by the Department’s lack of ambition. The Department’s Annual 
Report states: “there is no expectation that growth in all regions can be achieved during the 
Spending Review 2004 period (April 2005–March 2008).”47 The Department declares that 
it is instead aiming for “year on year growth in every region during the final three years of 
the PSA target period (April 2008–March 2011)”. It is unfortunate that the Department 
appears to have given up in the short-term on improving what are vital bus services for 
many people throughout the country. 

31. The Secretary of State was reticent about how he planned to improve the situation. This 
may in part be explained by the fact that, when he gave evidence to us, the Department was 
shortly to publish its bus strategy, Putting Passengers First. The bus strategy was published 
on 12 December 2006, just a fortnight after our evidence session. We were therefore not 
able to draw many conclusions from our evidence session about how the Department 
might meet its target. We will instead scrutinise closely the Department’s draft Road 
Transport Bill when it is published. The Secretary of State told us he was looking at the 
issue of governance and finance in relation to public transport.48 Our recent reports—Bus 
Services Across the UK and Local Transport Planning and Funding—made a serious 
contribution to the debate on public transport governance and finance, and we expect 
to see the recommendations of our Reports given proper consideration in the 
provisions of the draft Road Transport Bill. 

32. In addition, we were pleased to hear the Secretary of State insist that material 
improvements to bus services were needed long before the realistic delivery timeframe of a 

 
44 Q18 

45 Q14 

46 HC 1317 

47 Department for Transport Annual Report 2006, Cm 6817 page 259 

48 Q33 
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national road pricing system.49 Given the potential for road pricing to greatly increase 
demand for public transport—some estimates show that a 5% reduction in road traffic will 
equate to a 50% increase in demand for rail and buses—investment in these modes will 
need to increase commensurately. The Permanent Secretary suggested that funding would 
be made available to local authorities for enhanced public transport through the Transport 
Innovation Fund.50 The Government must ensure it has thoroughly modelled and 
planned for all the implications of road pricing, including increased demand for public 
transport. The Secretary of State indicated that enhanced partnerships would continue to 
be promoted as a tool for securing high-quality bus services.51We seek reassurance from 
the Department that the adoption of road pricing will not be an eligibility criterion for 
participation by a local authority in the statutory bus quality partnership schemes or 
quality contracts. 

Concessionary fares 

33. The Chancellor announced in the 2005 Budget that free off-peak concessionary travel 
will be introduced on local bus services in England for people aged 60 and over and 
disabled people.52 The scheme came into effect on 1 April 2006. In March 2006 the 
Government announced that this local entitlement to free bus travel would be extended 
from April 2008 to allow older and disabled people in England local bus travel in every area 
of the country.53 This will be taken forward through the Concessionary Fares Bill, 
announced in the Queen’s Speech 2006. The Department anticipates that free local 
concessionary fares will “generate significant patronage uplift” (i.e. encourage more 
passengers onto buses) helping the PSA targets to be met.54  

34. Despite £350 million being committed to the first scheme and an additional £250 
million having been committed to the new national scheme, some authorities have 
suggested that the high costs of the scheme have meant they have had to cut other public 
transport services.55 Disputes have ensued between local authorities and bus operators over 
the costs of reimbursing the bus operators for the concessionary fares. The Department’s 
regulations state that the compensation should leave operators ‘no better and no worse off’ 
than if a concessionary scheme did not exist. The Department issued guidance and a 
‘toolkit’ to help authorities calculate the costs of reimbursing the bus operators, and 
forecast the level of generated trips. 

35. The Secretary of State acknowledged that there had been problems funding the 
concessionary fares scheme, and admitted that lessons should learned ahead of the roll-out 
of a national scheme.56 The Secretary of State gave no detail of exactly what steps the 
Department would take to resolve the disputes over concessionary fares between bus 

 
49 Q34 

50 Q36 

51 Q32 

52 Department for Transport Annual Report 2006, Cm 6817 paragraph 6.19 

53 ibid., paragraph 6.20 

54 Department for Transport Autumn Performance Report 2006, Cm 6976 page 21 

55 Q59 

56 Qq 59–62 
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operators and authorities. The concessionary bus fares scheme is an important 
initiative with the potential to improve the lives of many thousands of people, but it 
seems that the Government may have underestimated the financial impact of 
mandatory, free, off-peak bus travel. Given the Government’s plans to broaden the 
scope of the scheme, it must learn the lessons from the first scheme, resolve existing 
funding problems, and ensure that the expanded scheme is properly resourced. 

Public transport accessibility 

36. The Department no longer includes improvements to punctuality, reliability and 
accessibility in the PSA target, but these remain part of a Departmental “overarching 
objective”.57 The Department reports that 50% of ‘full size’ buses were low-floor, 
wheelchair-accessible vehicles in 2005–06.58 However, making buses wheelchair accessible 
does not make them accessible for people with sensory impairments or learning difficulties. 
The Disability Rights Commission has said that investing in audio-visual announcements 
on public transport would be very helpful for visually impaired people, hearing impaired 
passengers, many people with learning difficulties, and anyone unfamiliar with the route. 

37. Alterations which help to make the transport system accessible for people with 
impairments are actually useful for a large number of people: access improvements 
benefit anyone with pushchairs or heavy luggage, and improved signage and 
information help everyone. We recommend that the Department adopt a public 
transport accessibility target which more fully reflects the range of impairments which 
people using public transport have. The targets should also give an indication of the 
actual use of public transport by people with impairments, to show whether the new 
vehicles and alterations are meeting the aim of increasing accessibility, and patronage, 
in practice.  

Bus driving examiners 

38. Driving tests for drivers of Passenger Carrying Vehicles (PCVs) can be conducted by 
the Driving Standards Agency (DSA) examiners or by in-house company examiners 
(called delegated examiners). There are large discrepancies in the pass rates for those 
drivers who undertake a PCV driving test with a DSA examiner, and those who are 
assessed by a delegated examiner. In 2005–06, the PCV test pass rate was 43% for tests 
conducted with DSA examiners, and 59% for those conducted with delegated examiners.59  

39. The Department told us that DSA examiners and delegated examiners undergo the 
same training, and must demonstrate the same competencies. Its explanation for the 
significant difference in the pass rates between the two groups is that bus companies are 
more likely to ensure their candidates are well-prepared for the test.60 DSA Supervising 
Examiners are employed to attempt to ensure uniformity of test control and assessment. 
We do not have any evidence that drivers who pass their test with a delegated examiner are 
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any less safe on the road than those that pass with a DSA examiner and the Department 
does not collect data which would allow any such links to be identified.61 However, we 
suggest that the discrepancy is sufficiently large to warrant some further analysis by the 
Department. We believe that rigorous training and testing regimes are a fundamental part 
of this picture of safety. We urge the Department to investigate fully the quality control 
system for ensuring high levels of competency by all PCV driving test candidates, and 
to carry out analysis of the subsequent collision rates of drivers who undergo the 
different training and testing regimes. The Department should act on any findings and 
work hard to disseminate best practice. 

Performance against the road safety targets 

40. We congratulate the Department for being on course to meet its road casualty 
reduction targets. The number of people killed or seriously injured in 2005 was 33% below 
the 1994–98 average (against a target of 40% by 2010) and the number of children killed or 
seriously injured was 49% below the 1994–98 average (against a target of 50%). It is 
encouraging to note that the Department is also on track to meet the added objective of 
tackling the significantly higher incidence of casualties in disadvantaged communities.  

41. The picture of strong performance is to some extent undermined by questions over the 
quality of the data used. The Department for Transport collates data from forms submitted 
by individual police forces across the country. As the Secretary of State noted, there are 
concerns as to whether the number of collisions reported to the police accurately reflects 
the true number of crashes and casualties occurring.62 The Department has work underway 
with the Office of National Statistics to verify the data quality and to investigate whether 
levels of reporting to the police have changed in recent years.63 

42. Although the progress in casualty reduction is encouraging, the overall death and 
injury rate is still high—with 32,155 people killed or seriously injured in 2005—and 
continual efforts must be made to prevent as many road casualties as possible. There are 
certain categories of road user and certain types of crash which continue to occur with 
devastating regularity. For example, there were more pedal-cyclist deaths and serious 
injuries than the previous year, and fatal single-vehicle crashes on rural roads also 
increased.64 ‘Hit and run’ incidents have increased over recent years; and drink-driving, 
drug-driving, and speeding persist in bringing danger to large numbers of road users. 

43. When questioned about his proposals for dealing with some of these specific problems, 
the Secretary of State told us: “I think these issues are better dealt with in the round rather 
than trying to pluck out, ahead of the Road Safety Review, specific measures and responses 
to specific offences”.65 The second three-year review of the Road Safety Strategy is currently 
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64 Road Casualties Great Britain 2005: pedal cycle death and serious injuries were 2,308 in 2004, rising to 2,360 in 2005. 
The number of fatalities in single-vehicle car crashes on non built-up roads increased from 340 in 2004 to 346 in 
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underway and is due to report in April 2007.66 We look forward to the publication of the 
Road Safety Strategy Review, but it would be a matter of some concern if policy 
developments were on hold until the outcome of the review. Given the emphasis put on 
the Strategy Review we will expect the document to contain significant new measures 
and detailed plans for dealing with some of the most critical and persistent problems 
posed by road safety. 

Collision involvement of heavy goods vehicles 

44. As a Committee we have repeatedly drawn attention to the collision involvement rates 
of lorries, and foreign-registered lorries in particular. We did so most recently in our report 
Roads Policing and Technology.67 This year, for the first time, the Department’s casualty 
statistics identify separately British-registered and foreign-registered lorries.68 The statistics 
paint a stark picture of the very serious problem faced: see Table 2 below. Indeed 40% of 
heavy goods vehicles (HGVs) involved in collisions are foreign-registered, even though 
foreign-registered heavy goods vehicles are just 3% of the HGVs on the road.69 On an 
incidence per million vehicle kilometres basis, the Freight Transport Association has 
calculated that foreign left-hand drive vehicles are 29 times more likely to be involved in a 
‘sideswipe’70 collision than domestic vehicles.71  

Table 2: HGV Non-compliance rates from targeted roadside enforcement checks 

Offence GB-registered vehicles Foreign-registered vehicles 

Drivers’ hours 8.2% 25% 

Roadworthiness (hgv) 24.6% 30.6% 

Roadworthiness (trailer) 30.1% 42.8% 

Overloading 13.1% 17.6% 

Source: VOSA South East International Pilot data for 2005/06 from targeted roadside checks 72 

45. The Department told us that enforcement levels had increased and that a more targeted 
approach to checks had brought enhanced results.73 In one sense, we are impressed by the 
effectiveness of the pilot scheme run in south-east England which used a combination of 
Weigh in Motion Sensors and Automatic Number Plate Recognition technology to identify 

 
66 Q112 

67 Transport Committee, Tenth Report of Session 2005-06, Roads Policing and Technology: Getting the balance right, 
HC 975 

68 DfT/National Statistics Road Casualties Great Britain 2005, page 37, tables 3b–3d  

69 The Freight Transport Association calculated this figure, using DfT’s Transport Statistics Great Britain 2006, Survey of 
Foreign Vehicle Activity 2003, and Road Goods Vehicles Travelling to Mainland Europe Q3 2006. It should be noted 
that it relies on an average round-trip distance for foreign vehicles that was estimated in 2003—which is the most 
recent data available. 

70 'Sideswipes' are where HGVs are involved in collisions while changing lane on motorways and dual carriageways. 

71 Freight Transport Association briefing 03/11/06 

72 Vehicle and Operator Services Agency (VOSA) South East International Pilot Ministerial Launch 17 July, Media 
Information Sheet. Because the checks are targeted, the overall level of non-compliance will be lower than these 
figures. 
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and take action on dangerous vehicles. On the other hand, however, we are disturbed that 
during the course of the pilot, 44% of UK and foreign goods vehicles checked were issued 
with prohibition notices.74 

46. Such a high rate of non-compliance with safety standards by heavy goods vehicles —
and particularly foreign-registered vehicles—is a reason for real concern. It suggests 
that the total number of un-roadworthy lorries currently on our roads is staggeringly 
and unacceptably high. The Department must ensure that the Vehicle and Operator 
and Services Agency is provided with more resources to invest in enforcement checks 
which will raise compliance levels to an acceptable level. The Department cannot 
divorce itself from this crisis of non-compliance: it must state what action it will take 
and when. Ensuring that all commercial vehicles meet high safety standards will have 
the added benefit of creating a level playing field among UK and foreign haulage 
operators.  

Privatisation of Vehicle and Operator Services Agency 

47. The Vehicle and Operator and Services Agency (VOSA) carries out lorry and bus 
licensing and testing, vehicle inspection, and enforcement. These are safety-critical tasks. 
VOSA’s Chief Executive was asked by transport ministers in November 2005 to undertake 
a strategic review to assess the merits of ‘outsourcing’ services currently provided directly 
by VOSA staff. The review is intended to establish whether outsourcing would deliver 
better value for money; improve customer service; lighten the regulatory burden; and 
deliver wider government objectives.75 Trade unions have raised their concerns that 
outsourcing of such services could lead to profit, rather than safety, becoming the focus of 
VOSA’s work. The Agency’s work undertaking vehicle and driver inspections and 
enforcement actions are currently very effective in improving road safety—in one day 
alone, of 63 vehicles stopped, 41 were given prohibitions on mechanical grounds, 12 
received drivers’ hours prohibitions, and two further prohibitions were issued.76 

48. Asked directly, the Permanent Secretary told us that it is not the Department’s 
intention to privatise VOSA.77 We welcome this assurance. However, Sir David quickly 
went on to qualify his answer by stating: “that should not be read to mean that we never 
look at the balance between in-house and outside provision; but, no, we have no intention 
of privatising VOSA”.78 We were subsequently concerned by the written evidence we 
received containing the details of the study undertaken to assist the review. The study 
report indicates that very wide-ranging responsibilities are being considered for 
outsourcing. Table 3 below sets out the conclusions about which responsibilities are 
considered suitable for outsourcing in the draft report.  

Table 3: Responsibilities being considered for outsourcing 

 
74 VOSA data supplied to Committee. 

75 Ev 31  

76 Profile magazine published by Prospect, October 2006, page 11 
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 Responsibility Number of staff

“In scope” • Training services 
• Operator licensing administration 
• Lorry and bus testing 
• Enforcement administration 
• Legal 

70
299

1123
175
25 

“Grey area” • Routine enforcement (operator fleet checks, 
vehicle examinations, MOT Garage visits) 

• Roadside enforcement support 

195

(a proportion of 365 staff) 

“Out of scope” • Stopping and prohibiting at roadside 
• Vehicle impounding 
• Targeted enforcement and intelligence 
• Regulation policy and HQ admin 

 (a proportion of 365 staff)
 (a proportion of 365 staff)

135 
436 

Total 2823 

Source Ev 31 

49. We are concerned that the VOSA responsibilities considered “in-scope” for 
outsourcing to private companies include training, lorry and bus testing, routine 
enforcement (fleet checks, vehicle examinations) as well as roadside enforcement 
support. The number of staff considered “in scope” for outsourcing totals 1,692—this 
is over half the total number of VOSA staff (60%). With those staff in the “grey areas” 
added, the proportion is even higher. We would question the claim that it is not the 
Department’s intention to privatise VOSA if over half the staff were outsourced to 
other companies. We have serious reservations about proposals to outsource any 
testing and enforcement responsibilities. Safety must be the top priority. 

Performance against the climate change targets 

50. The Department shares a joint target with the Department of the Environment, Food 
and Rural Affairs and the Department of Trade and Industry to reduce greenhouse gas 
emissions to 12.5% below 1990 levels between 2008–2012, in line with the Kyoto 
Agreement, and “to move towards” a 20% reduction in carbon dioxide emissions below 
1990 levels by 2010. The Government is on course to meet the Kyoto target, but on current 
trends the more stretching 20% carbon dioxide target will not be met. Latest projections 
indicate that carbon dioxide emissions will only be 16.2% below 1990 levels by 2010.79 In 
addition, the Kyoto and domestic targets do not include emissions from international 
aviation and international shipping because there is no agreement on how to allocate these 
emissions between countries. Clearly, that does not mean that these emissions simply 
disappear—they will continue to affect the climate whether or not they are ‘counted’. 

51. The Department’s Annual Report does not give details of the amount of carbon 
dioxide and other greenhouse gases emitted by the transport sector. This omission 
allows the Department to disguise its poor performance. We recommend that the new 
PSA target, to be established in the 2007 Comprehensive Spending Review, must allow 
proper scrutiny of the Department’s performance in this policy area, and identify 
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greenhouse gas and carbon dioxide emissions from the transport sector alone. This will 
help guide action to reduce the transport sector’s contribution to climate change. 

52. The Department currently has a four approaches to reducing greenhouse gas emissions 
from transport: 

• reducing the fossil fuel content of transport fuel; 

• seeking to increase the fuel efficiency of vehicles; 

• encouraging more sustainable transport choices; and 

• transport Emissions Trading Schemes.80 

The Secretary of State added that the Department’s strategy was to “look at a carbon price 
ultimately and trading therein, but we need to look at regulation and we need to look at 
price signals; we need to look at fiscal measures.”81 We agree that each of these measures is 
necessary. We hope that the Secretary of State’s references to the international nature of the 
problem of climate change do not indicate that the Department will seek excuses for 
inaction.82  

53. The Secretary of State told us: “I can assure you that it has been for me, both in personal 
terms and for the Department in policy terms, one of my objectives in the last six months 
to build on the focus that has traditionally been laid on environmental concerns.”83 We 
welcome the Secretary of State’s commitment to tackling climate change, but since 
transport is the only sector of the economy in which emissions have been rising 
consistently since 1990 and are projected to carry on rising, he will need to consider 
bolder measures than the Department has been prepared to take forward to date. We 
would very much like to take the Secretary of State’s comment as an indication of a 
turning point in the Department’s priorities, and a signal that the Department will now 
work with renewed commitment to cut transport emissions. But given that transport is 
the worse performing sector in the UK, we await tangible evidence that this is indeed 
the case. We reiterate the point made in our Report last year: the Department will receive 
the support of this Committee in whatever reasonable and practical measures it proposes 
in order to mitigate the destructive effects of climate change.84 

European Union emissions trading scheme 

54. In December 2006, the European Commission adopted a proposal for legislation to 
include aviation in the EU Emissions Trading Scheme. The Secretary of State told us that 
getting aviation included in the Emissions Trading Scheme had been one of his priorities 
since coming to office.85 He said: “I think it is very important that over a time aviation does 
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meet its environmental externalities, and those are costed in. Trading is, I think, the most 
appropriate policy by which we can achieve that objective”.86 We welcome the European 
Commission’s decision, and note the Government’s role in helping to secure this 
initiative. Aviation emissions trading is a step in the right direction. If the scheme is to 
achieve its full potential, it must be comprehensive. But research shows that hopes of 
mitigating climate change through emissions trading alone look unrealistic given the 
severity of the problem.87It is a step in the right direction, but the Department must not 
put too much stock in this single measure. 

European Voluntary Agreement on new car efficiency 

55. On current trends it looks very likely that the Voluntary Agreement between the 
automotive industry and the European Commission, which aims to deliver average new 
car efficiency of 140 grams of carbon per kilometre by 2008–09, will not be met. This is a 
disappointing failure. It demonstrates that the Voluntary Agreements lacked the power to 
achieve the required change. The Department states in its Annual Report that it is pushing 
for new and better Agreements as soon as possible. The Autumn Performance Report goes 
further, to suggest that: “all options, including mandatory targets with trading, must be 
considered.”88  

56. We support the decision to consider mandatory targets. There are structural problems 
with the existing Voluntary Agreements, which have limited their effectiveness. For 
example, the Agreement is between the Commission and the industry associations, rather 
than individual companies. Furthermore, there are no financial incentives or regulatory 
requirements for companies to meet the target. A MORI poll for the Energy Saving Trust 
found that 70% of people would support a ‘miles per gallon’ regulation.89 The Trust 
considers that sales-weighted targets with individual car companies are now needed to 
ensure progress across all brands. 

57. The new car Voluntary Agreements have failed to achieve the necessary 
improvements in vehicle efficiency. It is essential that a formal regulatory approach be 
adopted for new car efficiency standards, and that the requirement is placed on 
individual companies, rather than the industry associations, to meet this standard. The 
Government must push strongly at the European level for mandatory targets which are 
challenging and which bring swift and significant improvements. The Department 
should lead the way by ensuring that its own vehicle fleet and those of its executive 
agencies meet the highest efficiency standards.  

Communications 

58. The Department told us that £40 million earmarked for environmental grants and 
advice over the next two years remains allocated for green transport initiatives, but will be 
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refocused on a communications campaign to promote consumer information on buying 
greener vehicles, eco-safe driving and workplace travel planning.90 We welcome this 
campaign, but note that it is competing with vehicle manufacturers’ annual advertising 
budget of £900 million.91 

59. Policies which also raise awareness of the need to reduce greenhouse gas emissions 
from transport should be encouraged. We note that one London borough is considering 
linking parking charges to carbon emissions standards of vehicles, and that the London 
Mayor also proposes to link the congestion charge to carbon emissions. We understand 
that these types of schemes should be fairly straightforward to implement as they rely on 
existing data sets. The impact of local measures which link carbon emissions standards 
of vehicles to other types of charges should be evaluated, and if effective they should be 
promoted. As well as aiming to bring about actual reductions in carbon emissions, 
these policies will do a great deal to raise awareness among drivers of the need for 
change, and the differentials in energy efficiency and emissions standards of different 
types of vehicle. 

Performance against the air quality targets 

60. Road transport is a major contributor to air pollution: around two-fifths of nitrogen 
dioxide emissions and two-thirds of particulate (PM10) emissions in London result from 
road transport emissions. Particulates worsen respiratory and cardiovascular conditions 
and carry cancer-causing compounds into lungs. The European limits which are designed 
to safeguard human health are regularly exceeded in the UK. The Department for 
Transport has again failed to make progress against transport-related air quality targets. 
According to its Annual Report:  

“Provisional data indicates that there were some sites in urban areas and beside busy 
roads where the nitrogen dioxide and particles (PM10) objectives were not met in 
2005, and that with present policies and technologies it is unlikely that the objectives 
for these pollutants will be met by the 2010 target date… recent measurements show 
that long term reducing trends for nitrogen dioxide and particles are flattening or 
even reversing at a number of locations”.92 

61. We are dismayed by the Department’s lack of success in improving local air quality. 
The consequences of this failure are not insignificant: it is estimated that respiratory 
disorders associated with PM10 episodes are responsible for 8,100 additional deaths 
and 10,500 additional hospital admissions in the UK each year.93 Yet few authorities 
have proposed bold policies. The Department states that where air quality standards are 
exceeded because of emissions from road traffic it would “expect the local authority to use 
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their traffic management powers … to reduce levels of pollution.”94 However, research 
commissioned by DEFRA found that local transport schemes have relatively little air 
quality benefit, and that larger benefits resulted from low emission zones, scrappage 
schemes and motorway speed restrictions. 95 The review found that by far the most effective 
(and cost-effective) way to achieve air quality improvements was the implementation of 
new vehicle emissions standards. 

62. This evidence demands that the Department revises its policy on air quality, and 
that it takes a more ‘hands-on’ approach, rather than expecting local authorities alone 
to deliver results through traffic schemes. The Government must push for stringent 
vehicle pollution standards at the European level. It is clear that without more radical 
measures progress will not be made in reducing particulates and nitrogen dioxide. The 
Department should also encourage more local authorities to adopt bold measures, such 
as London’s proposed Low Emissions Zone,96and reward those that make clear 
improvements. 

 
94 DfT memorandum to 2005 DAR evidence session (HC 684) 

95 DEFRA commissioned a review of Air Quality Strategy Local Road Transport Measures in 2004. Scrappage subsidies 
are grants paid by the government for the release of old vehicles for scrappage. 

96 The London Mayor is consulting on the introduction of a Low Emission Zone, to improve London's air quality. Under 
this proposal, diesel lorries, coaches and buses that fail to meet a minimum pollution standard, from 2008 face 
having to pay a charge if they drive within Greater London. 
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Performance against the rail targets 

63. Given the Department’s commitment to reduce carbon emissions and road congestion 
it should take an active interest in encouraging modal shift from road and air transport to 
the railways. Yet the Department dropped the 2002 Spending Review target to increase rail 
use by 50% from 2000 levels by 2010 when it adopted its 2004 Spending Review targets. 

64. In fact rail use has increased in recent years. The Annual Report states that passenger 
kilometres had increased by 12% compared to the baseline by the end of December 2005, 
and the Autumn Performance Report shows the increase had continued to 14% by the end 
of August 2006.97 This is a substantial increase, but still some way off the original 50% 
target. It is clear that peak-time capacity is now a constraint to further growth. The 
Secretary of State acknowledged the difficulties: “We now have a billion-passenger railway, 
the fastest-growing railway in Europe. So rail will face challenges in terms of capacity in the 
future.”98 We remind the Department that overcrowding is already a problem on some 
lines at peak times.99  

65. Increasing rail capacity in line with demand will be an ongoing challenge faced by the 
Department. The Secretary of State told us that the Department would publish a rail White 
Paper in the summer of 2007 which would address the capacity problems on the railways 
over the next 30 years.100 The White Paper will set a strategy for dealing with: 

• how to accommodate anticipated passenger growth;  

• the role of high-speed inter-city trains, including the case for a new north-south 
high-speed line;  

• improving the environmental performance of the rail network to ensure it 
maintains its advantage over other modes; and  

• responding to the needs of passengers in the context of an ageing and more 
culturally diverse population.101 

66. With the prospect of road pricing schemes in the near future, the demand for rail is 
likely to increase. The Department must plan for this eventuality, and in the interests of 
both the environment and the economy it must ensure that the provision of public 
transport capacity matches demand. Increasing rail fares and effectively pricing people 
off public transport is not an acceptable response to capacity shortage.  

67. In terms of the Department’s surviving rail PSA target, the far-from-ambitious 85% 
punctuality and reliability target was met six months ahead of schedule.102 The target uses 
the ‘Public Performance Measure’ which combines punctuality and reliability. Scheduled 
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franchised passenger train services are measured against the timetable and are considered 
‘on time’ if they arrive within 5 minutes of the scheduled time, or 10 minutes for long-
distance trains. The breakdown of performance data shows that the long-distance sector is 
lagging behind the overall progress, and in fact this sector failed to achieve the 85% target: 
reaching just 83.4% for the 12 months up to August 2006.103  

68. We understand that work is ongoing to set a new rail reliability and punctuality 
target for 2008. According to the Autumn Performance Report, the most recent 
performance measure scored punctuality and reliability at 87.4%. We expect the new 
target to take this level of performance into account, and to set a far more stretching 
target for the next period. Performance in the long-distance sector is decidedly 
unimpressive—more progress must be made in delivering long-distance passengers to 
their destination on time. In the longer-term, it should not be beyond human ingenuity 
to run a rail network in which punctuality and reliability is close to 100%. 

Rail franchising 

69. In our report on Passenger Rail Franchising, published on 5 November 2006, we 
outlined our concerns about the costly muddle that is rail franchising.104 We urged the 
Government to develop a structure capable of delivering the capacity and service 
improvements required, at a reasonable cost. We shall refrain from going back over our 
many concerns, but two aspects of rail franchising deserve a special mention here, either 
because of recent developments, or because of new information unearthed during our 
inquiry into the Annual Report.  

70. Throughout our inquiry into Passenger Rail Franchising, as well as in our evidence 
session with the Secretary of State on the Department’s Annual Report, the Government 
always maintained that it would not renegotiate the terms of failing rail franchises.105 We 
are relieved to find that in the case of the East Coast Main Line, it has stood by its word, 
and hope that that will continue to be the case. On 15 December 2006, GNER ‘handed 
back’ its ten-year franchise to the Government due to financial difficulties, and a new re-
franchising competition was launched immediately. The East Coast Franchise had been 
awarded in March 2005 and commenced in May 2005.106 Just over 18 months into a ten 
year franchise, the company failed. Despite our relief that the Government held firm and 
refrained from renegotiating the GNER contract, the result represents only the least 
undesirable outcome—there is nothing to celebrate. The costs of severing the 
franchising agreement and re-letting it so soon effectively represents wasted 
expenditure as there is no tangible benefits to the travelling public. Improvements and 
upgrades to services on the East Coast Main Line are now suspended for a year, and 
passengers are missing out as a result. This is not good value for money. We can only 
re-emphasise our conclusion that the franchising system is wasteful and muddled, and 
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recommend that the Government seriously re-think the way passenger rail services are 
provided for the long-term. 

71. We were also concerned to learn that the Department for Transport has only limited 
commercial law expertise in-house, despite the fact that the Department has a legal section 
employing 66 lawyers.107 Consequently, it incurs significant expenditure on external 
specialist commercial law advice in connection with rail franchising. Table 4 shows DfT 
expenditure on external legal advice in each of the past five years. Although the costs in the 
last three years represent little more than an average of 0.1% of the value of franchises let, 
they are nevertheless large sums of money. The Department must be sure that buying-in 
external commercial law expertise is more cost-effective than having a suitably staffed team 
in-house.  

 Table 4: Cost of external legal advice on franchising incurred by the DfT and SRA by year 

Year 2002 2003 2004 2005 2006 

Cost (£M)108 £4.4m £10.3m109 £5.0m £3.4m £2.2m 

Value of franchises let 
(£BN) 

  £4.8bn £1.3bn £2.5bn 

Source: Department for Transport Supplementary Memorandum 

72. The rail franchising system means that the DfT will require access to commercial 
law specialists on a regular basis for the foreseeable future. We urge the Department to 
conduct a thorough cost-benefit analysis to establish whether it would be more 
beneficial to employ commercial law specialists in-house to handle the recurring work 
arising from the rail franchising process. The contracts negotiated are worth billions of 
pounds—the Department must be confident it is securing good value for money, but it 
should evaluate whether hiring external help to carry out significant parts of its 
workload is the most cost-effective way to achieve this. We doubt that this is the case. 

Crossrail and high-speed rail links 

73. Crossrail is the proposed cross-London rail link which would connect Shenfield and 
Abbey Wood in the east, with Maidenhead and Heathrow in the west, through a new 
underground tunnel in central London. The Secretary of State told us that there was “a 
discussion underway… within government, in terms of the funding package for Crossrail 
and progress continues on the Bill.”110 The project was originally estimated to cost £10 
billion in 2002 prices.111 The Permanent Secretary told us that there was “some quite 
intensive work going on at the moment to see if that number can be reduced, and I think 
there is some prospect that it may come down”.112 But Sir David also emphasised that 

 
107 Ev 46. This includes a Rail Contracts Division with seven lawyers. 

108 Costs listed were incurred by the Strategic Rail Authority between 2002 to September 2005 and by the Department 
for Transport from September 2005 onwards. 

109 2003 costs include those incurred in removal of Connex from South-Eastern franchise and transfer to SRA while 
undertaking re-letting; DfT Supplementary memorandum. 

110 Q90 

111 Department for Transport Annual Report 2006, Cm 6817 paragraph 94 

112 Q90 



26   

 

 

because the £10 billion figure was in 2002 prices, any actual outturn figure would be higher 
in today’s prices; he thought it could already be as much as £16 billion. The Secretary of 
State confirmed that the balance of funding between London and national taxpayers was 
still to be determined, and would be informed by the Lyons review, when this reports.113 He 
indicated that a decision would be taken in the context of the forthcoming Spending 
Review.114  

74. The progress of the Crossrail project depends on the Government agreeing a viable 
funding package with the Mayor, London businesses and taxpayers, and the Treasury 
committing to provide the remainder—which will itself be significant. We question the 
reliability of the cost estimates and whether the very substantial costs will, in fact, be 
met by central Government. We look forward to progress being made in the 
forthcoming Comprehensive Spending Review. Careful consideration must be given to 
the impact any funding decisions will have on transport fares and charges, local 
residents, and national tax payers. 

75. In addition to Crossrail, the Secretary of State drew attention to the Government’s 
manifesto commitment to look at the feasibility and affordability of a North-South high-
speed rail link.115 He gave no further details of the Government’s thinking about a North-
South high-speed rail line, but instead told us: “This issue will be addressed by the 
Eddington review, which … will obviously inform the work that my department takes 
forward”.116 The Department confirmed that the assessment of the feasibility and 
affordability of high speed rail, including Maglev technology, was being taken forward in 
the development of the long-term strategy for the railways, due to be published in summer 
2007.117 

76. The Eddington report did not, in fact, recommend the benefits of what he labels ‘step-
change measures’ such as a high-speed North-South rail line: 

“Step-change measures intended to transform the economy are not, in a world of 
constrained resources, likely to be a priority… it is not at all clear that creating new 
networks is the most appropriate or cost-effective method to achieve increased 
capacity: high speed options should be assessed coldly alongside other polices for 
achieving the same objective. Other transport investments are very likely to offer 
superior returns compared to where projects rely on new and largely untested 
technologies.”118 

The Report goes on to recommend: “Do not be seduced by grands projets with speculative 
returns, for example: pursue high speed rail options only where they have been 
demonstrated.”119 We await with interest the Department’s response to the Eddington 
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115 Q 46 and The Labour Party manifesto 2005 ‘Britain Forward not Back’, Page 24 
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118 Eddington Report, Volume 3, Para 1.33  
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Report in the context of the Comprehensive Spending Review and the Department’s 
forthcoming rail strategy. We are keen to monitor what conclusions the Department 
will make about the potential for high speed North-South rail links. 

Performance against the efficiency targets 

77. The 2002 Spending Review set an efficiency target to achieve annual efficiency gains of 
2.5%. The 2004 Spending Review repeated this aim, but removed the PSA status of the 
target; it is now just a Departmental objective. Whatever its status, efficiency gains by the 
Department exceeded the target and the Department is on course to deliver its savings of 
£785 million by 2007–08.120 It should be noted that this target excludes the rail budget, 
which was subject to its own review. We expect to see the resources from the 
Department’s efficiency gains released for front-line activities and actual 
improvements in the transport system. 

 
120 Department for Transport Autumn Performance Report 2006, Cm 6976 
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4 London Underground 
78. Responsibility for the performance of London Underground (LUL) was transferred to 
Transport for London (TfL) in July 2003. The Department’s PSA target—to cut 
underground journey times by increasing capacity and reducing delays—was therefore 
dropped in the 2004 Spending Review. In its place, the Department agreed with the Mayor 
of London a set of six key indicators, five of which are increased incrementally.121 The 
targets are: 

• excess journey time; 

• excess train journey time;122 

• operated train kilometres; 

• percentage of schedule operated; 

• overall customer satisfaction; and 

• the percentage of peak trains cancelled because no driver is available. 

79. The terrorist attacks of July 2005 had a very significant impact on LUL’s performance 
against its targets: five lines were closed or partially suspended until 4 August 2005, LUL 
have been without the trains involved in the incidents, a new requirement that trains must 
have a working radio to remain in service has been introduced, the number of security 
alerts has increased and some of the staff involved in the incidents have as a consequence 
taken time off work. It is therefore difficult to evaluate LUL’s performance against its 
targets accurately, though figures up to 25 June 2005 suggest that five of the six targets were 
being met or exceeded. 

80. In the longer-term, many of the improvements to London Underground’s service rest 
on the success of the public-private partnership agreement (PPP). They include an overall 
increase of 25% in the capacity of the system by 2016 and the replacement or 
refurbishment of 80% of the Underground’s track. Under the PPP, three private-sector 
infrastructure companies (infracos) lease the Underground’s assets for a 30-year term, 
during which time they are required to maintain and upgrade them. Payments to the 
infracos are performance-based, with companies receiving bonuses if certain performance 
thresholds are met and paying abatements if they are not. 

81. The PPP Arbiter, an independent statutory office-holder appointed to give directions 
and guidance to the parties to the PPP agreements, published his first annual review of the 
two of the infracos, Metronet BCV and Metronet SSL, in November 2006.123 The review, 
initiated by the infracos concerned, asked the Arbiter to “provide a definitive statement by 

 
121 Indicators were adjusted downwards following the terrorist attacks on 7 July 2005. The target for percentage of 

trains cancelled because no driver was available remains fixed at 0.6%. See Department for Transport Annual Report 
2006, Cm 6817, pp. 271–273. 

122 Excess train journey time means delays to services. Excess journey time means excess train journey time plus delays 
experienced at the station, for example, while queuing for tickets. 

123 The Arbiter is appointed under sections 225–237 of the Greater London Authority Act 1999.  
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reference to the facts” as to whether or not the two infracos had “performed [their] 
activities in an overall efficient and economic manner and in accordance with Good 
Industry Practice”.124  

82. In reaching this conclusion, the Arbiter recognised that Metronet had introduced a 
number of initiatives over the previous year to address shortcomings in its performance 
and to put more emphasis on whole-life asset management but identified a number of 
areas of weakness remain including: 

• stations, where Metronet is significantly behind schedule in delivering its 
obligations; 

• track, where there have been insufficient resources to deliver required volumes of 
work and poor delivery of maintenance and renewals; 

• asset management and risk management, where there has so far been limited 
application of risk-based approaches that link to underlying costs and serviceability 
of assets, and changes in costs have been inadequately challenged at project level.125 

83. These findings give rise to serious concern, given that the Government’s plans for 
longer-term improvement to the Underground rest almost entirely on the PPP. The 
Secretary of State and the Permanent Secretary both acknowledged the severity of the 
problem but the Secretary of State was confident that the framework of bonuses and 
abatements contained the solution: 

“the contract has been designed in such a way for the framework to provide the 
potential solution … It is important that Metronet raises its game, but that the 
framework of the PPP contract allows for both London Underground and TfL to 
ensure that that performance in improvement is achieved”.126 

The Permanent Secretary described the financial penalties for failure as “severe” and told 
us that, in his view, Metronet was “in grave danger of having all of the shareholder funds 
wiped out and that the shareholders may well have to recapitalise”.127 

84. Metronet’s poor performance in discharging its duties under the PPP agreement is 
cause for serious concern. Though the PPP contract was designed to reward good 
performance and penalise poor performance, we do not share the Secretary of State’s 
confidence that, having performed so poorly thus far, Metronet will suddenly find that 
the contract produces an incentive to improve. We will continue to monitor 
developments in this area closely but the Government must be alive to the need to judge 
the PPP on the improvements it actually generates, rather than the hypothetical merits 
of the reward scheme it embodies. 

 

 
124 Office of the PPP Arbiter, Annual Metronet Report 2006, 16 November 2006, p. 1. 

125 Ibid., pp. 10–11. 
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5 Transport safety and European 
standardisation 
85. We note that there have been developments across a range of transport modes to 
introduce harmonised European transport safety standards. We are concerned that this 
harmonisation risks weakening the existing UK standards. Several examples have come to 
our attention over the past year, including the European Aviation Safety Agency (EASA), 
the new Boatmaster’s Licence, and road safety enforcement.128 We have not yet had the 
opportunity to examine these developments in detail, but are concerned by the picture 
which has begun to develop. Standardisation must not mean the lowest common 
denominator when it comes to the public’s safety. 

European Aviation Safety Agency 

86. In December 2005 the European Commission published proposals which would extend 
the role of EASA to cover rule-making and standardisation on flight operation and 
personnel licensing. The UK Government decided that, based on EASA’s unreliable 
performance, it could not agree to these proposals. 

87. In a letter to the Committee, dated 11 October 2006, Sir Roy McNulty, Chairman of the 
Civil Aviation Authority (CAA) indicated that progress had begun to be made in EASA, 
but confirmed there was still much work to be done:  

“The Agency has advanced in terms of recognising that there are problems, and by 
setting in motion remedial action—but as yet it is all very much work in progress 
which now needs to be effectively managed to a successful conclusion, and the pace 
of improvement needs to quicken further.” 

We were therefore somewhat surprised that just seven weeks later, the Secretary of State 
wrote to the Committee Chairman, the day before our evidence session, to advise us that 
the Government had decided to agree the regulation, and that the UK’s general reserve 
would be lifted.129 The Secretary of State explained that he was confident that the 
performance of EASA had picked up sufficiently over the last year and that the reserve was 
no longer needed.130 He told us:  

“I can assure the Committee that the view I take on these matters is driven by an 
overriding concern for safety, and I would not be in a position where … I would be 
cavalier in any way with safety. I am informed by the judgment that the CAA, which 
has an outstanding record on these issues brought to me…”.131 

 
128 Ev 7; the Merchant Shipping (Inland Waterway and Limited Coastal Operations) (Boatmasters' Qualifications and 

Hours of Work) Regulations 2006 (S.I., 2006, No. 3223); and the consultation document ‘Respecting the Rules: Better 
road safety enforcement in the European Union’, 6 November 2006: 
http://ec.europa.eu/transport/roadsafety/enforcement/introduction_en.htm 

129 Ev 7. The general reserve was lifted on 24 November 2006. 
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88. It would certainly be a great achievement if the serious problems identified with 
EASA—which encompassed budgetary difficulties; financial, business and manpower 
planning; and management and governance processes—had been ironed out in less 
than two months. The Department’s supplementary evidence indicates that, in many 
cases, the improvements have not yet been made; rather there has been some indication 
that the Agency is planning to improve processes, and that it has a strategy to act upon 
the recommendations made to it by national authorities and consultants. It seems that, 
in agreeing to lift the UK’s general reserve, the Department is taking much on faith.  

89. Given the precarious nature of the embryonic improvements the Department 
described, we remain concerned that the powers which stand to be transferred include 
regulation of operators and crew. It is of considerable concern that EASA already has 
powers for type certification and airworthiness of design of aircraft and parts.132 The 
Department advised that, should there be a deterioration in the Agency’s performance, the 
UK would have further opportunities to express its views in Council before the final 
adoption of the Regulation, and that the UK could delay extending the Regulation through 
the legislative process. The Department must be certain that safety standards will not be 
compromised by the transfer of powers from national authorities to EASA. We will 
continue to monitor developments and the negotiation of the Regulation. The UK’s 
safety standards must not be compromised.  

 
132 Ev 7 
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6 Presentation of the annual report 
90. We stand by the recommendations made in our report on the Department’s 2005 
Annual Report regarding the presentational qualities of the Department’s Reports.133 We 
understand that those recommendations were not published in time for the Department to 
act on them in the 2006 Annual Report. However, we very much hope to see the 
recommendations implemented when the Department publishes its 2007 Annual Report.  

91. For ease of reference, we repeat some of the points made in last year’s report below: 

• The Departmental Annual Report is a key document in the Department’s duty of 
accountability to Parliament. It must be constructed and written to the highest 
standards of literacy and transparency (para 97). 

• The Report must be structured directly around Departmental strategic objectives. 
Progress against Public Service Agreements and other Departmental targets, and 
resources allocated to each target need to be highlighted clearly. The Department 
should explain clearly in its Annual Report why any changes to targets have been 
made. Reporting the Department’s Investment Strategy by objective would 
enhance clarity (para 105). 

• The editorial control of this year’s Annual Report is relatively weak. Improvements 
are likely to follow where the writing style is made more vigorous, straightforward 
and consistent in tone; where the presentation and design of the report uses a full 
range of imaginative graphic aids; and where the requirements of the general 
reader are kept firmly in mind throughout. We do not underestimate the problems 
of editing the output of a large central Department. But it is neither an unusual 
task, nor one in which officials and Ministers are unpractised. Production of the 
Departmental Annual Report is not a chore but an opportunity; and it must be 
done better (para 111). 

• It may be that the flow of information from the various parts of the Department to 
the Report’s editorial team is too slow. We recommend therefore that the 
Permanent Secretary reviews the resources put into the production of the Annual 
Report to ensure that sufficient time is allowed for imaginative editorial 
interventions which will ensure a top class production. We hope that action taken 
to address our constructive criticisms of the way in which the Annual Report 2005 
has been presented will result in livelier reports in 2006 and beyond (para 112). 

 
133 Transport Committee Fourth Report of Session 2005-06, Departmental Annual Report 2005, HC 684 
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7 Conclusion  
92. The Government considers the PSA targets to be a contract between it and the public. 
The Department’s performance against the targets is poor: only two of seven targets are on 
course to be met. Maintaining the status quo in approach and policies will evidently be 
insufficient to deliver the improvements which the Government has promised and the 
public expects. The Department must make the most of its new political profile and not be 
afraid to take the bold measures which will be necessary to deliver a ‘step change’ in the 
public’s experience of the transport system.  
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List of recommendations 

Introduction 

1. The nation must be able to see a clear strategy, and this must be supported by a 
programme of detailed and staged policies which will ensure it is delivered. Our 
examination of the Department’s latest Annual Report suggests that the Department 
still has some way to go before it achieves this goal. In this Report we examine the 
evidence of what has been achieved so far. (Paragraph 3) 

Shared services 

2. The Committee applauds the Department’s efforts to improve the efficiency and 
effectiveness of its support services but we continue to be concerned by cost increases 
and delays in implementation of the shared services programme. In July 2006 we 
drew attention to likely problems with the level of optimism bias in the project, and 
we are concerned that this continues to cause difficulties. We urge the Department to 
scrutinise its figures carefully and re-examine its risk assessment in order to ensure 
that the plans more accurately predict the likely final cost. We encourage it to 
actively seek customers for its service from outside the Departmental group in the 
future, in order to secure the long-term viability of the programme. (Paragraph 8) 

The Department’s Public Service Agreement targets 

3. We are aware that other government departments have made commitments to pass 
draft PSA targets to their respective select committees for comment, and we see no 
valid reason why the Department for Transport cannot do likewise. If the PSA 
targets are, as the Government suggests, a contract between Government and the 
people, then the people’s elected representatives should have some influence over 
their content. Consultation with the appropriate select committee would seem to be 
an obvious way to achieve this, and we recommend that the DfT make its draft PSA 
targets available to us for constructive comment. (Paragraph 14) 

Departmental funding 

4. We expect to see evidence that the Department is making a strong case to ensure that 
any budget reductions can be found from genuine efficiency savings rather than cuts 
in services to the public or delays in much-needed investment. (Paragraph 15) 

Congestion on the strategic road network 

5. Failing against a road congestion target with such a weak ambition is in itself 
disappointing. If the target for strategic roads is to be met, the Department and the 
Highways Agency will have to implement a full package of bold measures. We would 
suggest that the Department should not exclude the possibility of road pricing 
demonstration projects on the most congested sections of the strategic road network. 
(Paragraph 19) 
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Congestion on the local road network 

6. We welcome the innovation embraced by the Department in measuring local road 
congestion, but look forward to measures which will make the information provided 
more accurate and realistic. (Paragraph 22) 

7. We welcome the debate on road pricing and the Department’s efforts to move this 
forward. In particular, we believe it is right to be looking for a common technological 
application early on, as well as an overriding framework of objectives, to ensure the 
small-scale pilots are transferable to the national stage. (Paragraph 26) 

8. We are concerned that, although strictly speaking road pricing schemes are 
voluntary, the very significant levels of funding associated with the bids and the 
broad scope of transport improvements the funding could deliver, place significant 
pressure on authorities to engage with the project. (Paragraph 27) 

9. in order to provide people with an attractive alternative to paying more to use the 
roads, there must be tangible improvements to public transport, made ahead of the 
introduction of road pricing (Paragraph 28) 

Performance against the local transport and bus use target 

10. It is unfortunate that the Department appears to have given up in the short-term on 
improving what are vital bus services for many people throughout the country. 
(Paragraph 30) 

11. Our recent reports—Bus Services Across the UK and Local Transport Planning and 
Funding—made a serious contribution to the debate on public transport governance 
and finance, and we expect to see the recommendations of our Reports given proper 
consideration in the provisions of the draft Road Transport Bill. (Paragraph 31) 

12. The Government must ensure it has thoroughly modelled and planned for all the 
implications of road pricing, including increased demand for public transport. 
(Paragraph 32) 

13. We seek reassurance from the Department that the adoption of road pricing will not 
be an eligibility criterion for participation by a local authority in the statutory bus 
quality partnership schemes or quality contracts. (Paragraph 32) 

Concessionary fares 

14. The Secretary of State gave no detail of exactly what steps the Department would take 
to resolve the disputes over concessionary fares between bus operators and 
authorities. The concessionary bus fares scheme is an important initiative with the 
potential to improve the lives of many thousands of people, but it seems that the 
Government may have underestimated the financial impact of mandatory, free, off-
peak bus travel. Given the Government’s plans to broaden the scope of the scheme, it 
must learn the lessons from the first scheme, resolve existing funding problems, and 
ensure that the expanded scheme is properly resourced. (Paragraph 35) 
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Public transport accessibility 

15. Alterations which help to make the transport system accessible for people with 
impairments are actually useful for a large number of people: access improvements 
benefit anyone with pushchairs or heavy luggage, and improved signage and 
information help everyone. We recommend that the Department adopt a public 
transport accessibility target which more fully reflects the range of impairments 
which people using public transport have. The targets should also give an indication 
of the actual use of public transport by people with impairments, to show whether 
the new vehicles and alterations are meeting the aim of increasing accessibility, and 
patronage, in practice. (Paragraph 37) 

Bus driving examiners 

16. We urge the Department to investigate fully the quality control system for ensuring 
high levels of competency by all PCV driving test candidates, and to carry out 
analysis of the subsequent collision rates of drivers who undergo the different 
training and testing regimes. The Department should act on any findings and work 
hard to disseminate best practice. (Paragraph 39) 

Performance against the road safety targets 

17. We congratulate the Department for being on course to meet its road casualty 
reduction targets. (Paragraph 40) 

18. We look forward to the publication of the Road Safety Strategy Review, but it would 
be a matter of some concern if policy developments were on hold until the outcome 
of the review. Given the emphasis put on the Strategy Review we will expect the 
document to contain significant new measures and detailed plans for dealing with 
some of the most critical and persistent problems posed by road safety. (Paragraph 
43) 

Collision involvement of heavy goods vehicles 

19. Such a high rate of non-compliance with safety standards by heavy goods vehicles —
and particularly foreign-registered vehicles—is a reason for real concern. It suggests 
that the total number of un-roadworthy lorries currently on our roads is staggeringly 
and unacceptably high. The Department must ensure that the Vehicle and Operator 
and Services Agency is provided with more resources to invest in enforcement 
checks which will raise compliance levels to an acceptable level. The Department 
cannot divorce itself from this crisis of non-compliance: it must state what action it 
will take and when. Ensuring that all commercial vehicles meet high safety standards 
will have the added benefit of creating a level playing field among UK and foreign 
haulage operators. (Paragraph 46) 

Privatisation of Vehicle and Operator Services Agency 

20. We are concerned that the VOSA responsibilities considered “in-scope” for 
outsourcing to private companies include training, lorry and bus testing, routine 
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enforcement (fleet checks, vehicle examinations) as well as roadside enforcement 
support. The number of staff considered “in scope” for outsourcing totals 1692—this 
is over half the total number of VOSA staff (60%). With those staff in the “grey areas” 
added, the proportion is even higher. We would question the claim that it is not the 
Department’s intention to privatise VOSA if over half the staff were outsourced to 
other companies. We have serious reservations about proposals to outsource any 
testing and enforcement responsibilities. Safety must be the top priority. (Paragraph 
49) 

Performance against the climate change targets 

21. The Department’s Annual Report does not give details of the amount of carbon 
dioxide and other greenhouse gases emitted by the transport sector. This omission 
allows the Department to disguise its poor performance. We recommend that the 
new PSA target, to be established in the 2007 Comprehensive Spending Review, must 
allow proper scrutiny of the Department’s performance in this policy area, and 
identify greenhouse gas and carbon dioxide emissions from the transport sector 
alone. This will help guide action to reduce the transport sector’s contribution to 
climate change. (Paragraph 51) 

22. We welcome the Secretary of State’s commitment to tackling climate change, but 
since transport is the only sector of the economy in which emissions have been rising 
consistently since 1990 and are projected to carry on rising, he will need to consider 
bolder measures than the Department has been prepared to take forward to date. We 
would very much like to take the Secretary of State’s comment as an indication of a 
turning point in the Department’s priorities, and a signal that the Department will 
now work with renewed commitment to cut transport emissions. But given that 
transport is the worse performing sector in the UK, we await tangible evidence that 
this is indeed the case. (Paragraph 53) 

European Union emissions trading scheme 

23. We welcome the European Commission’s decision, and note the Government’s role 
in helping to secure this initiative. Aviation emissions trading is a step in the right 
direction. If the scheme is to achieve its full potential, it must be comprehensive. But 
research shows that hopes of mitigating climate change through emissions trading 
alone look unrealistic given the severity of the problem. It is a step in the right 
direction, but the Department must not put too much stock in this single measure. 
(Paragraph 54) 

European Voluntary Agreement on new car efficiency 

24. The new car Voluntary Agreements have failed to achieve the necessary 
improvements in vehicle efficiency. It is essential that a formal regulatory approach 
be adopted for new car efficiency standards, and that the requirement is placed on 
individual companies, rather than the industry associations, to meet this standard. 
The Government must push strongly at the European level for mandatory targets 
which are challenging and which bring swift and significant improvements. The 
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Department should lead the way by ensuring that its own vehicle fleet and those of 
its executive agencies meet the highest efficiency standards. (Paragraph 57) 

Communications 

25. The impact of local measures which link carbon emissions standards of vehicles to 
other types of charges should be evaluated, and if effective they should be promoted. 
As well as aiming to bring about actual reductions in carbon emissions, these policies 
will do a great deal to raise awareness among drivers of the need for change, and the 
differentials in energy efficiency and emissions standards of different types of vehicle. 
(Paragraph 59) 

Performance against the air quality targets 

26. We are dismayed by the Department’s lack of success in improving local air quality. 
The consequences of this failure are not insignificant: it is estimated that respiratory 
disorders associated with PM10 episodes are responsible for 8,100 additional deaths 
and 10,500 additional hospital admissions in the UK each year. (Paragraph 61)  

27. This evidence demands that the Department revises its policy on air quality, and that 
it takes a more ‘hands-on’ approach, rather than expecting local authorities alone to 
deliver results through traffic schemes. The Government must push for stringent 
vehicle pollution standards at the European level. It is clear that without more radical 
measures progress will not be made in reducing particulates and nitrogen dioxide. 
The Department should also encourage more local authorities to adopt bold 
measures, such as London’s proposed Low Emissions Zone, and reward those that 
make clear improvements. (Paragraph 62) 

Performance against the rail targets 

28. With the prospect of road pricing schemes in the near future, the demand for rail is 
likely to increase. The Department must plan for this eventuality, and in the interests 
of both the environment and the economy it must ensure that the provision of public 
transport capacity matches demand. Increasing rail fares and effectively pricing 
people off public transport is not an acceptable response to capacity shortage. 
(Paragraph 66) 

29. We understand that work is ongoing to set a new rail reliability and punctuality 
target for 2008. According to the Autumn Performance Report, the most recent 
performance measure scored punctuality and reliability at 87.4%. We expect the new 
target to take this level of performance into account, and to set a far more stretching 
target for the next period. Performance in the long-distance sector is decidedly 
unimpressive—more progress must be made in delivering long-distance passengers 
to their destination on time. In the longer-term, it should not be beyond human 
ingenuity to run a rail network in which punctuality and reliability is close to 100%. 
(Paragraph 68) 
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Rail franchising 

30. Despite our relief that the Government held firm and refrained from renegotiating 
the GNER contract, the result represents only the least undesirable outcome—there 
is nothing to celebrate. The costs of severing the franchising agreement and re-letting 
it so soon effectively represents wasted expenditure as there is no tangible benefits to 
the travelling public. Improvements and upgrades to services on the East Coast Main 
Line are now suspended for a year, and passengers are missing out as a result. This is 
not good value for money. We can only re-emphasise our conclusion that the 
franchising system is wasteful and muddled, and recommend that the Government 
seriously re-think the way passenger rail services are provided for the long-term. 
(Paragraph 70) 

31. The rail franchising system means that the DfT will require access to commercial law 
specialists on a regular basis for the foreseeable future. We urge the Department to 
conduct a thorough cost-benefit analysis to establish whether it would be more 
beneficial to employ commercial law specialists in-house to handle the recurring 
work arising from the rail franchising process. The contracts negotiated are worth 
billions of pounds—the Department must be confident it is securing good value for 
money, but it should evaluate whether hiring external help to carry out significant 
parts of its workload is the most cost-effective way to achieve this. We doubt that this 
is the case. (Paragraph 72) 

Crossrail and high-speed rail links 

32. The progress of the Crossrail project depends on the Government agreeing a viable 
funding package with the Mayor, London businesses and taxpayers, and the 
Treasury committing to provide the remainder—which will itself be significant. We 
question the reliability of the cost estimates and whether the very substantial costs 
will, in fact, be met by central Government. We look forward to progress being made 
in the forthcoming Comprehensive Spending Review. Careful consideration must be 
given to the impact any funding decisions will have on transport fares and charges, 
local residents, and national tax payers. (Paragraph 74) 

33. We await with interest the Department’s response to the Eddington Report in the 
context of the Comprehensive Spending Review and the Department’s forthcoming 
rail strategy. We are keen to monitor what conclusions the Department will make 
about the potential for high speed North-South rail links. (Paragraph 76) 

Performance against the efficiency targets 

34. We expect to see the resources from the Department’s efficiency gains released for 
front-line activities and actual improvements in the transport system (Paragraph 77) 

London Underground 

35. Metronet’s poor performance in discharging its duties under the PPP agreement is 
cause for serious concern. Though the PPP contract was designed to reward good 
performance and penalise poor performance, we do not share the Secretary of State’s 
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confidence that, having performed so poorly thus far, Metronet will suddenly find 
that the contract produces an incentive to improve. We will continue to monitor 
developments in this area closely but the Government must be alive to the need to 
judge the PPP on the improvements it actually generates, rather than the 
hypothetical merits of the reward scheme it embodies. (Paragraph 84) 

European Aviation Safety Agency 

36. It would certainly be a great achievement if the serious problems identified with 
EASA—which encompassed budgetary difficulties; financial, business and 
manpower planning; and management and governance processes—had been ironed 
out in less than two months. The Department’s supplementary evidence indicates 
that, in many cases, the improvements have not yet been made; rather there has been 
some indication that the Agency is planning to improve processes, and that it has a 
strategy to act upon the recommendations made to it by national authorities and 
consultants. It seems that, in agreeing to lift the UK’s general reserve, the 
Department is taking much on faith. (Paragraph 88) 

37. The Department must be certain that safety standards will not be compromised by 
the transfer of powers from national authorities to EASA. We will continue to 
monitor developments and the negotiation of the Regulation. The UK’s safety 
standards must not be compromised. (Paragraph 89) 
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Formal minutes 

WEDNESDAY 7 FEBRUARY 2007 

Members present: 

Mrs Gwyneth Dunwoody, in the Chair 

Mr Clive Efford 
Mrs Louise Ellman 
Mr Eric Martlew 

 Mr Lee Scott 
Mr Graham Stringer 
 

 
Draft Report (Department for Transport Annual Report 2006), proposed by the Chairman, 
brought up and read. 

Ordered, That the draft Report be read a second time, paragraph by paragraph. 

Paragraphs 1 to 92 read and agreed to. 

Resolved, That the Report be the Fourth Report from the Committee to the House. 

Ordered, That the Chairman do make the Report to the House. 

Ordered, That the provisions of Standing Order No. 134 (Select committees (reports)) be 
applied to the Report. 

 [Adjourned till Wednesday 21 February at 2.30 pm. 
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Oral evidence

Taken before the Transport Committee

on Wednesday 29 November 2006

Members present:

Mrs Gwyneth Dunwoody, in the Chair

Mr David Clelland Mr Eric Martlew
Clive EVord Mr Lee Scott
Mrs Louise Ellman Graham Stringer
Mr John Leech

Memorandum submitted by Department for Transport

The Department received a request from the Clerk of the Transport Select Committee asking for a
memorandum detailing any significant changes and developments since the publication of the 2006
Departmental Annual Report in May. This memorandum is a response to that request.

Roads

New PSA urban congestion targets

The baseline for the PSA urban congestion target was announced by the Secretary of State on 18 July.
Each of the 10 largest urban areas has set a local congestion target consistent with priorities in their Local
Transport Plans. These are to limit the increase in person journey time per mile across a set of the busiest
routes in each area, given expected increases in travel over the next five years.

A composite national PSA target for the DfT has been created from a weighted (according to traYc
volumes) average of the 10 local targets. The national PSA target will be deemed to have been met if, on
target routes in the 10 largest urban areas in England, an average increase in travel of 4.4% is accommodated
within an increase of 3.6% in person journey time per mile.

Improvements to capacity

Since publication of the Departmental Annual Report the Highways Agency has completed four strategic
road schemes from its Targeted Programme of Improvements (TPI), bringing to 40 the total completed since
2001. The Agency has also fully commissioned the Active TraYc Management pilot scheme on the M42,
which enables operation of the motorway hard shoulder as a running lane at peak times to cut
congestion safely.

On 19 July, the Secretary of State announced that the Highways Agency would develop the option for
widening the M6 between Birmingham and Manchester (Junctions 11a to 19). Work on the alternative
option of an expressway parallel to the existing M6 has ceased after studies showed that this option would
require more land and cost some 15% more than widening. It would also cause more disruption to existing
traYc during construction than originally envisaged in order to provide the appropriate range of access
options at each junction and to enable the increasing proportion of freight traYc to join and leave the
existing M6 safely.

TraYc management initiatives

Highways Agency TraYc OYcers are now operating on all motorways across England, helping clear
incidents and keep traYc moving. Over 1,400 are in post.

The first of 10 motorway access management (or “ramp metering”) schemes in the North West became
operational at M60 Junction 2 near Manchester on 12 June. The remaining schemes started during June
and July.

Providing better information sources

On 18 July, the Highways Agency launched Think Ahead, Move Ahead—a 64-page booklet featuring a
range of Agency services oVering real-time traYc information and advice to help drivers plan and manage
journeys.

Finally, a trial is underway during July–September on 160 miles of the M5 and M6 motoways using
electronic roadside signs to display real-time travel and delay information from the National TraYc Control
Centre. Messages will relay expected travel time to specific motorway junctions.
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New ways of paying for road use—road pricing

In his first speech as Secretary of State for Transport on 10 May, Douglas Alexander announced that
technology companies involved in developing systems and services that could be used for road pricing would
be invited to participate in a series of demonstration projects to help develop understanding on how road
pricing schemes might operate in practice. A Prior Information Notice was issued on 18 July
2006. Demonstration projects are expected to start in spring 2007 and will run for two years.

On 18 July Stephen Ladyman announced that the Department was to release guidance on appraisal and
modelling for local road pricing schemes. The guidance advises scheme promoters in their preparation of
business cases involving road pricing.

A further bidding round for Transport Innovation Fund (TIF) pump-priming for local or regional
schemes to test approaches to road pricing ended on 31 July 2006. The Department is now considering
these bids.

Road safety

The latest road accident data confirm that the Department remains on target to meet the road safety PSA
target. Full year data for 2005, published 29 June, showed that killed and seriously injured (KSI) casualties
were down by 33% and child KSIs down 49% on the baseline average for 1994–98. The full detail of the
2005 data will be published in Road Casualties Great Britain 2005 in the autumn.

Analysis of 2005 data at district level shows that the “disadvantage” element of the PSA target has been
met; casualties in the 88 Neighbourhood Renewal Fund districts have fallen by 19% against a fall of 15%
for all England (compared to the baseline average of 1999–2001)

The latest provisional estimates for the 12 month period to the end of March 2006 show that KSI
casualties remain 33% below baseline, while child KSI casualties have fallen to 50% below baseline.

The Department published research into under reporting of road accidents to the police in June. The work
done so far does not establish whether there has been an increase in the degree of under-reporting. We will
shortly be commissioning a more extensive project to address this, as well as doing shorter term work to
inform the current three-yearly review of our road safety strategy.

The Department is now conducting the second review of the road safety strategy. As part of this we are
tracking progress against our targets and identifying those aspects of road safety which represent the
greatest challenges and opportunities for reducing casualties. The aim is to publish a document early next
year that updates the strategy in line with these new opportunities.

Rail

Developing a longer term rail strategy

On 26 May, the Department published a briefing note on the development of the High Level Output
Specification (HLOS). The aim of the note is to explain how the Secretary of State’s responsibility for setting
a strategic direction for the railway is being taken forward. In particular, it sets out the process the
Department expects to follow in preparing the HLOS and sets a timetable, describes the issues to be covered
and reports on progress to date. The note has been generally well received by the industry and other
commentators. The full text is available on the Department’s website.

Crossrail

Since the Crossrail Select Committee held its first hearing in January, 258 petitioners (65% of the total)
have been heard by the Committee or have otherwise been satisfied. The Committee announced its interim
decisions on matters brought before it on 25 July. The Government will respond formally to those decisions
when Parliament returns after the Summer Recess.

The Committee will sit next after the Recess to hear outstanding petitions and to consider fresh ones
against a further set of amendments (or “additional provisions”) that the Government intends to bring
forward. These amendments will respond to the Committee’s interim decisions or alleviate the concerns of
petitioners.

Local Transport

Regional funding

On 4 August, Ministers in DfT, DCLG, DTI and HM Treasury wrote jointly to the Regional
Development Agencies and Regional Assemblies in each of the English regions with their formal response
to the advice on regional funding allocations which each region had submitted to Government in January
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2006. These outlined their priorities for spending across housing, economic development and transport in
the period up to 2015–16. Prior to this, on 6 July, the Secretary of State announced the Government’s
response to the transport elements of each region’s advice. The response included a list of the individual
transport schemes which the Government now expects to fund in each region up to 2008–09 in the light of
the regional advice, as well as an indicative list of other schemes which can be further developed in each
region so that they are ready to be added to the programme in the years up to 2015–16.

Cycling

On 26 June, the Secretary of State announced a doubling of the budget for Cycling England from
£5 million to £10 million per annum with immediate eVect. These additional resources will be targeted at
young people and the journey to school. They will be invested in a programme which integrates a number
of existing successful programmes such as Links to Schools and other schemes which bring together a
package of measures to increase cycling to school. These include cycle training, parking and promotion.

Cycle training is a key part of this package. These extra funds will allow Cycling England to work with
schools, youth and sports groups to train children to the new standard developed by the key safety and
cycling groups. OYcials are working with colleagues in DfES and Cycling England to develop mechanisms
to deliver this new investment.

Eddington Transport Study

Sir Rod Eddington recently updated the Chancellor and Secretary of State for Transport on progress with
his study. This work is a major undertaking and Sir Rod advised that he would like to do further work on
some substantive matters before submitting advice. He is working to finalise his advice for publication
around the time of the 2006 pre-budget report.

Protecting the Environment

Climate change

We are continuing to develop and implement policies to reduce carbon emissions from transport. The
Department was fully engaged with the Energy Review published in July 2006. The Review:

— announces that the level of the Renewable Transport Fuels Obligation should rise above 5% after
2010–11 provided appropriate environmental, safety and economic standards can be met;

— proposes a Low Carbon Transport Innovation Strategy to spur innovation in low carbon
transport technologies and to complement the National Institute of Energy Technologies; and

— notes that the UK will continue to work with the European Commission and relevant stakeholders
in developing successor arrangements to the current Voluntary Agreements on new car fuel
eYciency and that all options, including mandatory targets with trading, must be considered.

Transport Grant and Advice Programmes

On 7 June, the Department announced the outcome of a review of how best to invest the £40 million
earmarked in the Department’s budget for environmental grants and advice over the next two years. The
full budget remains allocated for green transport initiatives but will be refocused.

A new communications campaign to promote consumer information on buying greener vehicles and on
eco-safe driving is to be introduced. The campaign will also target businesses by promoting the benefits of
workplace travel planning.

Additional funding has been provided for the Freight Best Practice programme, including the Safe and
Fuel EYcient Driving scheme for van drivers. This will train another 4,000 drivers in fuel eYcient driving
techniques, provide for another 400 fuel eYciency reviews and increase dissemination of advice in the van
sector similar to that for truckers. Analysis in the Climate Change Programme Review showed investment
in this initiative is eVective and oVers value for money.

Support for workplace travel planning is being refocused to work more eVectively with business and
encourage wider adoption of voluntary travel plans. These plans have the potential to reduce commuter car
driving by 10–30%. As a first step the Ground Floor Partners Network (of major private sector companies
with an interest in travel plans) will be re-launched and expanded in the autumn to support and encourage
more employers to develop travel plans and to promote them to business groups.

Funding has also been provided to explore the feasibility and value for money of a bus fleet advice
programme aimed at improving the environmental performance of the UK’s bus fleets, and of a green
transport accreditation programme for UK companies that implement best practice and show
improvements in the environmental performance of their transport operations.

Funding continues for the three existing green transport programmes funded by the Department and
managed by the Energy Saving Trust: the Low Carbon Research and Development grant programme, the
Infrastructure grant programme and the Green Fleet Review programme which provides advice to car fleet
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managers. However, it was decided not to implement the Low Carbon Car, Low Carbon Bus, Air Quality
Retrofit and Enhanced Environmental Vehicle grant programmes on the grounds that, if implemented, they
would not achieve market transformation or provide value for money. State aid rules limit the level of grant
available to 30–40% of additional costs and it is clear that the level and number of grants available would
not be suYcient to kick-start market transformation. The Low Carbon Car programme, for example, could
only provide grants for 8,500 low carbon cars a year or about 0.4% of the new car market. Sales of low
carbon cars have been sustained despite the absence of grants for 18 months.

DVO Group

Consultation on release of DVLA data

The consultation exercise on release of DVLA data has been completed. New measures were announced
on 24 July covering the release of vehicle keeper information from the UK vehicle registers. These are
designed to protect people from misuse of information, provide clear and robust complaint and audit
procedures where misuse is alleged, while allowing those who do have reasonable cause to get the data
they need.

VOSA partnership with Highways Agency

VOSA is working in partnership with the Highways Agency on a project to tackle the main causes of
major congestion involving HGVs on our motorways. Congestion data shows that although HGVs cause
a relatively small number of incidents, they cause disproportionate disruption on the road network. A pilot
scheme is underway in the south-east of England using the Highways Agency WIMS (Weigh in Motion
Sensor) with VOSA’s ANPR (Automated Number Plate Recognition) technology to identify and take
action on goods vehicles at risk. The pilot began in April 2006 and was oYcially launched on 17 July. As at
the end of July, 63% of UK and foreign goods vehicles checked have been issued with prohibition notices.
Trailer roadworthiness checks resulted in prohibition notices for 47% of UK trailers and 62% for foreign
trailers.

Aviation

Delivering the Air Transport White Paper

Two key developments in the UK airports market since the publication of the Annual Report are the
OYce of Fair Trading’s announcement in June that it is carrying out a review of whether the market is
operating in the best interests of consumers, expected to report towards the end of the year, and the takeover
in July of BAA by a consortium led by Spanish construction company Ferrovial. The aviation industry also
faced the substantial challenges brought about by changes to security procedures and resulting severe
airport congestion after the security incident on Thursday 10 August.

Stansted

BAA, as operator of Stansted airport, is responsible for taking forward its development and is committed
to preparing a planning application for a new runway. In April this year, BAA submitted a planning
application to increase capacity from its existing runway to around 35mppa. This is currently with
Uttlesford District Council for determination. BAA has consulted on its preferred option for the location
of a second runway and expects to make an announcement on this in the autumn. The scale of the proposed
development will require good quality surface access to enable both passengers and employees to get to and
from the airport. Since publication of The Future of Air Transport, the Department has been working with
BAA to examine the potential impacts of a both a second runway and wider regional growth on the strategic
road and rail networks. BAA expect to consult on a preferred surface access strategy later in 2006.

Shipping

The number of ships belonging to companies currently active in the tonnage tax scheme has reduced from
830 to 738 due to departures, principally of towage companies, from the scheme. These occurred as a result
of revised state aid guidelines, which clarified eligibility for the tonnage tax. Of the 738 ships remaining
within the tonnage tax regime over 45% are UK flagged. The cumulative training commitment for 2005–06
has reduced slightly as a result of departures from the tonnage tax scheme but is still over 1,300 trainees.
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Ports and Navigation

The Ports Policy Review was launched in May 2006 alongside the publication of a separate report on the
conclusions of our Municipal Ports Review entitled “Opportunities for Ports in Local Authority ownership”.

Final approval was given to the Bathside Bay development in March 2006. Two further container
terminal development proposals are with the Department for consideration; Seaforth Terminal at
Liverpool, following a Public Inquiry which took place in April 2006 and Teesport, where the applicants
are now considering representations made by the public prior to a possible Public Inquiry.

In January 2006 the Port Services Directive proposal was overwhelmingly rejected by the EU Parliament.
The Commission launched a wide ranging consultation of all ports sector stakeholders in June to establish
their requirement for a new EC ports policy. We will work with the Commission as it reviews policy options.

Galileo

The first Galileo test satellite, launched in December 2005, has successfully been transmitting signals. The
development phase is now expected to conclude in early 2009, with the system in commercial operation
from 2010.

The PPP negotiations with the current bidder, a merged consortium, have been delayed. It is now expected
that the framework for the contract, the heads of terms, will be agreed in autumn 2006. Detailed contract
negotiations and due diligence by the lenders will then follow, with the final contract signed in the second
half of 2007. A Commission Green Paper on Galileo applications is promised for the autumn.

Electronic Services

DVO Group

The first of a package of on-line driver licensing services has gone live in the Motoring Franchise section
of the Directgov web site. This first service (delivered as part of the Driver’s Re-engineering Project) allows
customers to apply for a provisional driving licence on-line and is available to all new drivers who hold a
digital passport. Other applicants can still transact online but are required to print a form and send it with
original ID documents to DVLA for completion. Despite the low-key nature of the launch, nearly 8,000
applications have already been completed on-line. The service is expected to be formally launched later in
the year followed by the roll-out of other on-line licensing services including the ability to change personal
details and to renew licences.

TransportOYce, the commercial customer portal, has been established to provide services to commercial
and business customers through a “one-stop” portal equivalent to the DirectGov Motoring Franchise for
private customers. It currently hosts both static content and a click-through facility to Agency-specific
transactional services. Progress continues on developing full integration with all relevant services provided
by the DVO Group.

Transport Direct

Usage of the Transport Direct web-site has been steadily increasing. In late July the site was handling in
excess of 150,000 user sessions per week and Transport Direct has now recorded over 6.5 million user
sessions since launch. We are confident that we will achieve our target of recording 10 million user sessions
by the end of 2006.Work to make journey planning through Transport Direct available through a range of
external channels has also been proceeding with the BBC rolling out Transport Direct “white labelled sites”
across the majority of its regional websites following a successful pilot in Bristol. Part of the Transport
Direct service is now also available to users via interactive digital television.

Transport Direct is also working with other government departments to use journey planning
information to improve the delivery of services to the public and reduce costs. From 17 August all
appointment letters issued by the Department for Work and Pensions for medical assessments for
Incapacity Benefit included a journey plan, provided by Transport Direct, providing the most appropriate
way of travelling by public transport to the medical assessment centre from the claimant’s home. It is
expected that this will help reduce the number of “no shows” on the 750,000 such assessments arranged
each year.

15 September 2006
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Supplementary memorandum submitted by the Department for Transport

Department for Transport—Shared Services

The Permanent Secretary has asked me to write to you to provide an update on the Department’s progress
towards the etablishment of share services covering Human Resources (HR) and Finance, including payroll.

Background

The shared services programme originated as part of the Department’s response to the Gershon eYciency
review, but is also very closely aligned to our aim of being a more highly skilled but leaner and more eYcient
organisation.

Its aims are to introduce more modern, simpler and standardised support services processes—initially in
HR, finance and payroll—leading to both eYciency and eVectiveness improvements. The processes will be
managed from a central shared service centre at the Driver and Vehicle Licensing Agency (DVLA) in
Swansea, supported by the SAP software application which will be accessed by staV and managers across
the Department.

It is a major undertaking. It involves significant levels of process, organisational and cultural change and
will aVect all staV and managers to some degree. As such, it is not without risk but our reasons for going
down this particular route—notwithstanding general government policy on sharing services—are not just
for short-term savings and benefits, but to provide a platform for greater eYciencies and eVectiveness
improvements in the future, by transforming the way the Department operates its support services.

Where we are now

Progress has been slower than originally envisaged because of the need to balance business needs whilst
driving for a common solution. However, getting the solution right before its “switch on” is more sensible
and ultimately likely to be less costly than trying to deal with problems or issues afterward.

In spite of these challenges—we are one of the early adopters of shared services within Whitehall—we
have made spirited progress:

— the shared service centre accommodation in Swansea is complete and is occupied by the first shared
service centre (SSC) recruits and many members of the programme team;

— configuration of the SAP software is complete and is undergoing testing;

— plans for user acceptance testing and training some 9,000 staV are well advanced;

— detailed plans are in place to eVect the first migrations to shared services by DVLA and Driving
Standards Agency (DSA) in April 2007, with new retained HR and finance organisation structures
taking shape; and

— work is progressing to analyse the specific local business and design requirements for the central
Department and the remaining Agencies.

There is, though, still much to do before we go-live with the first Agencies and subsequently take-on of the
rest of the Department. The programme is not just about the simplification of processes and the provision of
enabling technology, though this is what draws attention at this stage. It is about a transformational change
in the way we work that can only be delivered when we have got the basics right. Whilst we need to press
on and deliver the benefits and improvements as quickly as possible, we will not take unnecessary risks with
the quality of the end product or the Department’s readiness for the change. It will be a long haul: a change
of this nature cannot be rushed and it will take a further two–three years to complete the programme.

Costs and benefits

We recognised at the start of the programme that this would be a strategic investment. We wanted it to
pay for itself from the limited benefits associated with headcount reduction and savings in Information
Technology and accommodation. But that would never have fully justified the programme for which the
key will be longer term benefits to be achieved by transforming the way the Department operates its support
services. The initial implementation will give us a platform for thefuture and provide the basis for a
programme of further development which will deliver greater eYciencies and improved eVectiveness
through continuous improvement.

We still expect benefits from the implementation of shared services in the region of £16 million per year
once the migrations are complete and prier to any additional benefits that can then be targeted. But the delay
to the migration of EVLA and DSA to April 2007 and the consequent impact on the remainder which are
currently being re-planned means that costs have increased. We are reviewing those increases and working
to increase opportunities for fixed cost commercialisation at the same time as developing further the detailed
requirements of the remaining Agencies. We do not believe that the impact will undermine our reasons for
completing the programme.
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Despite the complexities and challenges of the programme, we remain convinced that the Department will
be best served by our pathfinder approach of linking up across the departmental family. In particular the
approach is consistent with our aim to foster greater joining-up, closer working and collaboration across
the Department.

17 November 2006

Supplementary memorandum submitted by the Department for Transport

Winter Supplementary Estimates 2006–07

As you will be aware, the Winter Supplementary Estimates are due to be published tomorrow, Tuesday
21 November. I am writing, in advance of that, to let you know that the Department for Transport will not
be taking a Winter Supplementary Estimate this year.

The Department currently has suYcient voted resources to support expenditure consistent with its
Departmental Expenditure Limit, and the impact of certain classification changes—to reflect the latest
scoring in national accounts of grants to Transport for London and the reclassification of London &
Continental Railways from the private to the public sector—will not be clearer until later in the year. The
Department does not require a Supplementary Estimate until the impact of those changes has been agreed
with the Treasury.

The Department will be making a written statement to inform Parliament of agreed budgetary transfers
to and from other govemment departments, which reflect transfers of responsibilities and do not require
Winter Supplementary Estimate action.

We expect to be taking a Spring Supplementary Estimate as normal.

20 November 2006

Memorandum submitted by the Secretary of State for Transport

Firstly, may I thank you for your Committee’s report on the work of the Civil Aviation Authority. We
are currently studying it, and will respond formally to the points you make in due course.

However, I would like to raise one particular issue with you now, ahead of our full response. As you know,
the Commission published proposals in December 2005 on extending the role of the European Aviation
Safety Agency (EASA) to cover rule-making and standardisation on flight operation and personnel
licensing. At that time, my predecessor decided, on the advice of oYcials and the CAA, that the UK should
give a clear message that it would not agree to any extension of the Agency’s responsibilities until it was
proven to be delivering eVectively those it already had. At the same time he stressed that the UK was
committed to the principle of establishing a comprehensive European regulatory system centred on a strong,
high-performing agency, and took the lead in helping the Agency to improve.

Negotiations have been continuing in Brussels which have established that the Agency would not assume
responsibility for implementing the rules in these areas, which will remain a matter for national authorities.
These negotiations are now at an advanced stage, and the Transport Council in December will be asked to
reach a general approach on the draft regulation.

As Karen Buck said in evidence to your Committee, the Government is clear that additional
responsibilities should not be transferred to EASA until its performance has improved. We shared the
concerns we had in early 2006 with you in our evidence to the Transport Select Committee’s inquiry into
the work of the Civil Aviation Authority which you launched at about that time. As a result, we have
maintained a general reserve on the proposals throughout the negotiations.

However, both the CAA and my oYcials have advised me that the Agency’s performance has improved
very significantly since then in all the areas in which we had concerns, and continues to do so. I am therefore
now satisfied that the conditions have been met to allow the Government to agree to the regulation.
Moreover there are several reasons that maintaining the reserve could be harmful to the UK’s safety
interests. I have therefore asked the UK’s Deputy Permanent Representative to withdraw our general
reserve.

It will take some time for the legislative proposals to run its course—probably into late 2007 and beyond.
Should there be deterioration in the Agency’s performance the UK would have further opportunities to
express its views in Council before final adoption of he Regulation.

28 November 2006
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Witnesses: Rt Hon Douglas Alexander, a Member of the House, Secretary of State for Transport, and
Sir David Rowlands KCB, Permanent Secretary, Department for Transport, gave evidence.

Chairman: Secretary of State, you are most warmly
welcome here. Sir David, you are always a delight.
First, some housekeeping. Members have interests
to declare.
Mr Martlew: Eric Martlew, member of the
Transport and General, and General and
Municipal Workers Union.
Mr Clelland: Member of Amicus.
Clive EVord: Member of the Transport and General
Workers Union.
Graham Stringer: Member of Amicus.
Chairman: Gwyneth Dunwoody, Aslef.
Mrs Ellman: Member of the Transport and General
Workers Union.

Q1 Chairman: I know that you are aware of the
acoustics of this room, Secretary of State. It does
absorb sound, and we shall have lots of questions
to ask you. May I now ask you to identify yourself?
Mr Alexander: I am Douglas Alexander. I am the
Secretary of State for Transport. In the spirit in
which colleagues have just spoken, I am also a
member of the Transport and General Workers
Union, and Amicus.

Q2 Chairman: That is a bit of one-upmanship! Sir
David, to what do you belong?
Sir David Rowlands: I am Permanent Secretary,
and member of the FDA.

Q3 Chairman: Yes, so I should hope! Gentlemen,
thank you very much. Secretary of State, did you
have something that you wanted to say to us first?
Mr Alexander: Given that this is my first
opportunity to address the Committee, I thought it
might be helpful if I said a few words in terms of
my approach to the job. I was appointed last May
in the reshuZe and set out my vision for transport
in a letter of 11 July that I sent to the Prime
Minister, which is a matter of public record. My
starting point is essentially this. Transport has
made good progress in recent years. Thanks to the
platform of economic stability established by the
Government and a period of sustained investment,
it has been able to address some of the inherited
diYculties that we faced and begin the task of
anticipating some of the future challenges that we
face. I will keep my introductory remarks brief but,
in essence, that means building a transport system
that underpins long-term economic growth and
productivity; a system that gives people access to
the employment that they want and the services
that they need as quickly and safely as possible;
and, as we move towards a low-carbon economy,
we need to do all of this in a way that fully
recognises the needs of environmental obligations.
That has been my task in the last five or six months
and that will be my task for the months ahead.

Q4 Chairman: That all sounds not only excellent
but wordy. Can I ask you one simple little
question? I assume that your Department—and
perhaps I should address this to Sir David—
supports the Osmotherly Rules, and the

assumption that it is the duty of oYcials to be as
forthcoming as they can in providing information,
whether in writing or in oral evidence, to Select
Committees.
Sir David Rowlands: We do.

Q5 Chairman: Fully?
Sir David Rowlands: Yes.

Q6 Chairman: We may have one or two questions
to ask you about that today, Sir David. Secretary
of State, what stage is the Department at in the
negotiations with the Treasury on the three-year
budget in the Comprehensive Spending Review?
Mr Alexander: We are actively engaged in
discussions both with the Chief Secretary and the
Chancellor, anticipating the coming spending
review and SRO7. Those discussions are at an
ongoing stage, but I can assure you that I will be
engaged in those discussions both at oYcial level
and at ministerial level.

Q7 Chairman: We did have a very nice letter from
Sir David, saying that you were so rich you did not
want a supplementary budget. Does that aVect
what your debates with the Treasury encompass?
Mr Alexander: We are taking a rather longer-term
view than simply the issue of supplementary
budgets. We are in a position where—

Q8 Chairman: “A longer-term view”—it does not
mean that you need any more money?
Mr Alexander: Certainly you can be assured that
we are actively engaged with the Treasury in
discussing the needs of the British transport system
and, as a consequence, the budget that we need
within the Department—given the constraints on
public expenditure which inevitably exist.

Q9 Chairman: I am not sure whether that means
you are going to get all the resources you need for
the future plans or not.
Mr Alexander: Neither, as yet, am I clear as to the
outcome of the discussions with the Treasury, but
I can assure you that we are actively engaged in
them at this stage.

Q10 Chairman: So where are the pressures going
to come?
Mr Alexander: Obviously, if one looks across the
modes, there are various diVerent pressures that we
face. If I were to characterise the challenges that we
face in terms of rail, to start with, clearly we need
to continue to maintain the kind of improvements
we have seen on performance and reliability; but
that is in addition to the very considerable
challenges that we will face in terms of capacity. We
now have a billion-passenger railway, the fastest-
growing railway in Europe. So rail will face
challenges in terms of capacity in the future. If one
looks to roads, there will be a continued need for
targeted investments within our national roads
infrastructure. Those are just two examples, by
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modal areas, where we will continue to have
discussions with the Treasury about the needs of
the Department and its internal economy.

Q11 Chairman: Could you tell us what key changes
to the Public Service Agreements targets are
needed?
Mr Alexander: As you would expect, that is a
matter of ongoing discussion with the Treasury. I
am happy to update you on the progress that we
have made in terms of the PSAs that we have at the
moment, although there will be the performance
report for the Department that will be published
next month. However, we are actively engaged with
the Treasury in discussions at the moment as to
what, in the light of those emerging pressures,
would be diVerent PSAs in the future, if they are
so required.

Q12 Chairman: So would you be prepared to let us
see those draft Public Service Agreements for
comments before they are finalised?
Mr Alexander: As has been the precedent of the
past, in the first instance we are engaged in
discussions within government and the Treasury.
There will be plenty of opportunities, I am sure, for
the Committee to scrutinise the emergence of policy
from the Government, as and when it emerges this
coming spending review.

Q13 Chairman: That is a “no” then, is it?
Mr Alexander: I am afraid that it may be my first
disappointment to the Committee this afternoon.

Q14 Chairman: Doubtless we shall have others.
You did say PSA targets represented a contract
between the public and the Government. How
should the public feel, given that the Department
is only on track to meet two of its seven current
targets?
Mr Alexander: If it would be helpful, I am happy
to run through where we are in terms of those seven
at the moment. In terms of rail, we are showing
good performance. We have achieved an 85%
reliability target in September 2005, and are
sustaining improvement with an MAA of 87.3 in
August 2006, up from 84.8 in August 2005. On
buses and public transport, we are on course to
achieve our national patronage target, although the
target for patronage in every region remains
challenging.

Q15 Chairman: You mean it has fallen? Is that
“challenging”?
Mr Alexander: It is challenging in the sense that we
are looking at what is the appropriate structure to
be able to deliver growth in every region. Clearly,
there has been a very significant uplift in bus
patronage in London. It is my anticipation that in
the weeks to come I will be publishing proposals
addressing exactly that issue. On road safety, the
police data indicate that the Department is on
course to meet the target and that we have met the
disadvantage element of the target, although there
are some concerns as to whether the proportion of

accidents reported to the police has changed. We
are working with the ONS with a view to verifying
this issue. Turning to the two congestion targets
and, first of all, the congestion targets for urban
congestion. Given that it was only published in
July, it is as yet too early to be assessed. On the
inter-urban congestion target, initial analysis shows
that on a selection of routes the average delay
encountered on the worst journeys has increased
slightly. The Highways Agency is working on
a detailed development of a full range of
interventions that will contribute to delivery of the
target by 2007–08. On the issue of air quality, four
out of the seven indicators are currently being met.
Achievement of reduction in NO2 or PM10 in all
areas of the country remains challenging, but a
review of the Government’s air quality strategy is
underway and is expected to be published in the
spring of 2007. On climate change, which of course
we share, the UK is on course to more than meet
our Kyoto target of keeping annual greenhouse gas
emissions between 2008 and 2012 at 12°% below
1990 levels. Latest projections suggest that by 2010
carbon dioxide will be 16.2% below 1990 levels,
with further policies to be considered likely to take
us nearer to our domestic 20% goal. Trajectories
assist development of robust plans in relation to the
specific PSA, and are eVective where a target can
be used to track performance.

Q16 Chairman: We are going to come back to you
on every one of those, I suspect. Do you have some
road pricing demonstration projects ready to go in
the spring of 2007?
Mr Alexander: In terms of the timescale for the
anticipated regional pilots, we are engaged in quite
intensive discussions with the local authorities,
anticipating bidding for TIF funding. The
expectation is that those bids will be received in
July and we will be in a position by around the end
of next year to have reached a definitive view in
terms of the regional pilots.

Q17 Chairman: You will have to move some then,
are you not, to get them on-stream by 2007?
Mr Alexander: We have, as I say, very intensive
discussions underway. There has recently been a
study published by the West Midlands and further
work is being done by Manchester. I have sought
to ensure, since my arrival in the Department, that
we take forward this work expeditiously.

Q18 Chairman: What impact do you think it is
going to have on urban congestion?
Mr Alexander: Clearly, road pricing can make a
contribution to tackling urban congestion. It is not
the silver bullet, but we do believe that there is
potential for a well-designed road pricing scheme
within these regional pilots to have an impact on
congestion. It is only one part of the story within
those localities. One would need, for example, not
just to look at the other measures that could be
taken but also to look at the public transport
provision within those localities. But there is a
range of ways in which local authorities can tackle
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congestion: whether through better enforcement of
traYc regulations; better transport planning;
promoting public transport as a genuine quality
alternative to the car; traYc management
technology; or investing in particular road
junctions and road layout. So there is a range of
diVerent options available to local authorities. We
are working well with them at the moment.

Q19 Chairman: So do you have any particular
congestion target for the next five years, in which
you think you can deliver reduced congestion on
urban roads?
Mr Alexander: In terms of where we are on urban
targets, we did look very carefully at this. In terms
of the discussions that I had with my oYcials ahead
of July, when we reached agreement in terms of
what the PSA should look like, it reflected the fact
that we are very much at the cutting edge of data
collection and technology within these urban areas.
There has been a move away from having a
national urban target to I think what could best be
described as a clearer basis on which to target our
work; which is to say, what are the arteries that
are particularly congested within major urban
conurbations and what are the remedial steps that
can be taken to target particular journeys.

Q20 Chairman: I want to bring various people in,
but you did say, “The national PSA target will be
deemed to have been met if . . . an average increase
in travel of 4.4% is accommodated within an
increase of 3.6% in person journey time per mile”.
Mr Alexander: Yes.

Q21 Chairman: Is that altered? Is that what you
are saying?
Mr Alexander: That is what we are saying, because
that reflects our target; but it is a target which is
reflective of particular arterial routes.

Q22 Chairman: I see. So it is a target, but it is a
sort of movable target?
Mr Alexander: No, it is a target based on a great
deal of work that has been undertaken with the
local authorities on identified routes within urban
areas.
Chairman: I am sure that is perfectly logical.
Mr Scott?

Q23 Mr Scott: Can I ask what lessons will be learnt
from the shambles of the congestion charge that
has been introduced in London, with the delays
that are happening continually on the public
transport in London, in terms of investment for
road pricing or congestion charging being put into
public transport elsewhere in the country?
Mr Alexander: Let me deal with each of those
issues in turn. Of course, we would seek to draw
what evidence and experience can be garnered from
the experience of the congestion charge in London
when we discuss, with those local authorities
seeking to implement regional pilots, the design,
specification and implementation of their proposed
scheme. We have been very conscious, however,

that this is not simply a one-size-fits-all solution,
but we are looking to find local solutions that
address local needs: whether that be in the West
Midlands, or Manchester, or ultimately whoever is
successful in terms of their bids. In terms of
the development of technology since the
implementation of the congestion charge in
London, clearly technology continues to develop,
and we would anticipate that the bidders would
have cognisance of those technological
developments since the original implementation by
the Mayor of London. In terms of what we would
advise regarding the use of revenues relating to
those potential road pricing schemes within the
regional pilots, we have always made clear that we
would have concern to ensure a fair deal for the
travelling public within those communities. What
that will mean in specific terms of course would be
subject to the terms of the design oVered to us
around next summer—we would expect by July—
by the relevant local authorities.

Q24 Graham Stringer: When the previous secretary
of state came here to explain why the lorry road
user charging scheme had been abandoned—and in
the written reply to the Committee’s evidence—he
said that it was because you wanted to roll out a
national road user pricing scheme. Why then do
you start in urban areas, when what distinguishes
this country from other European countries is
inter-urban congestion, not urban congestion?
Mr Alexander: I have hopefully sought to reflect on
my remarks in terms of the PSA, and we have
recognised that there is both a challenge in terms
of urban congestion and inter-urban congestion. In
terms of the pilots, let me say a word more broadly
in terms of our thinking behind the pilots first of
all. Alistair, my predecessor, and myself have both
been clear that there is a public debate and
discussion to be had around the idea of road
pricing, and we are keen to sustain that argument.
However, I am also very clear that we need the
lived experience of road users in more than simply
London, in other communities across the United
Kingdom, as that debate develops. It seems entirely
appropriate therefore—and this is on a voluntary
basis, it is up to local authorities to choose whether
to bid for TIF funding—to say that we should
invite them to put forward proposals which address
the concerns that they have in terms of congestion
within their localities. Whether it is in
Manchester—which I know you know well—or in
other authorities, it is working with people who on
a day-to-day basis are dealing with the particular
challenges of the regional economy within that
area.

Q25 Graham Stringer: Two things. Either I missed
it or you did not say why you chose urban areas
rather than inter-urban areas to start with, and I
would like an answer to that question. While I
accept that it is on a voluntary basis, it is
a voluntary basis with a huge carrot of between
£1.5 billion and £2.5 billion, is it not, for
Manchester and Birmingham? Is there any evidence
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that you have that either Manchester or
Birmingham thought congestion was such a
problem that they would bring in road user
charging, before you put that big carrot out? They
do not want it, do they? They are only considering
it because you are restricting investment in public
transport until you introduce this.
Mr Alexander: First, I would dispute the idea that
we are restricting investment in public transport.
Indeed, I had the pleasure of joining you in
Manchester when we introduced the extension of
the Metrolink in terms of funding—again, a
manifesto commitment that we made that that
money would sit on the table for Manchester. That
was not conditional on road pricing. Instead, we
had to make sure that it worked in terms of the
local community, and that seems to me a very good
exemplar of the fact that we continue to support,
through public investment, schemes such as that,
where it is appropriate for local circumstances.
Secondly, in terms of the Transport Innovation
Fund, while it is right that there were major
conurbations, including the West Midlands and
Manchester, in the first round of TIF funding, I
think that is not an exhaustive list of major urban
conurbations. There were a number of other
smaller communities, for example Norfolk. Indeed,
we are looking at work being done on a bid
between Leicester, Derby and Nottingham. So the
character of the communities that are coming
forward, saying they are interested in developing
local solutions to congestion, are not limited simply
to major conurbations such as Manchester or the
West Midlands. The final point I would make,
however, is that we make no secret of the fact that
we are keen both to take forward the national
debate on road pricing and, as part of the ongoing
discussions of these issues, to draw lessons from
where there are successful schemes, which are
voluntarily entered into by the local authority but
which reflect local circumstances and local needs.

Q26 Chairman: Did you tell us how many pilots
there were? How many pilots have been decided
upon and where they are?
Mr Alexander: No pilots have been decided. What
we have had are two rounds of bidding, where there
was money available, essentially pump-priming
money, to assist the local authority in the
endeavour of preparing bids. If I recollect, we had
seven in the first round of TIF funding who have
been working up proposals. We have not yet
formally received those proposals. We will receive
them next summer; although, as I say, there is fairly
intensive discussion between oYcials within the
Department and the oYcials within the local
authorities developing those bids. Separate from
that first round of TIF funding, we have recently
had a second round of applications from
communities wishing to develop an understanding
as to whether this would be an appropriate solution
to their needs. That is where we have taken in
another tranche of communities beyond the
initial seven.

Q27 Graham Stringer: Can I ask you once again,
because I do not think you answered, why urban
before inter-urban? Secondly, what evidence was
there that any of these authorities wanted
congestion charging before you came in? Thirdly,
to repeat a point I made on the floor of the House,
it is particularly peculiar when road speeds in most
of the town centres in Greater Manchester are
speeding up. Why then would you put such a big
incentive there, when there was no demand
previously, it is not a good exemplar for a national
system, and congestion is getting less?
Mr Alexander: You will not be surprised that I
disagree with that characterisation. Essentially, this
is not a retrospective view of what the economy or
the transport needs of Manchester was, or
Birmingham and the West Midlands was, or
Bristol. This is anticipating the likely challenges
that we will face. Vehicle ownership has gone from
26 million to 33 million since 1997. It does not seem
to me to be a particularly controversial view to say
that, in the light of the increasing levels of car and
vehicle ownership, we do need to anticipate likely
challenges to the regional economies of the United
Kingdom in our emerging thinking on transport.
Indeed, that would be one of the themes, I am sure,
that will be developed in the course of the
Eddington Report when it is duly published. So in
that sense it would be wholly wrong to leave the
Committee with the impression that any local
authority is being forced into undertaking road
pricing. When you say, “Ah, but did these local
authorities secretly plan to do road pricing before,
or you obliged them to do so?” I think it does a
disservice to the local authorities not to recognise
the fact that I am sure their own thinking will be
evolving in terms of the needs of their own regional
economy; and actually many communities are
increasingly looking at road pricing as potentially
being part of the suite of solutions that will be
necessary to sustain the kind of economic
renaissance that we have seen in some of our major
urban centres in the past.

Q28 Graham Stringer: Would it not have been
useful to have a comparator of what the diVerence
to congestion, both in urban and inter-urban areas,
would have been had the fuel duty escalator stayed
on for the last six years? Again, in the Department’s
response to the last departmental report, you just
said that you had not collated those figures. There
was no reasoning behind it. To be able to compare
the impact on congestion of road user charging,
pricing of roads, would it not have been useful to
have done that sum?
Mr Alexander: With the greatest respect, my sense
is that in terms of petrol duty it is a fairly blunt
instrument to address the particular challenge of
congestion, which reflects the fact that there are a
significant number of vehicles on the road at a
particular time. Congestion involves the number of
vehicles in a certain place at a certain time. In that
sense, it is a rather diVerent argument to say there
should be a uniform rise in petrol duty than saying
are there intelligent measures that can be taken to
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influence the circumstances in which people choose
to use their cars, the times they choose to use their
cars, and the place they choose to use their cars.
That seems consistent with a view that says, as we
increase the number of vehicles in this country,
given that this is a relatively small set of islands we
inhabit, should we look to how we can manage the
network more eVectively. In terms of how we tackle
congestion, not simply in relation to the regional
pilots, it is partly involving trying to get better
information to drivers; it is partly involving making
sure that we target investment where there are
particular pinch points within the network; it is
partly trying to make the network more eVective
and be managed more eVectively, which is why, for
example, we are looking at transport management
oYcers and have increased their numbers
significantly in recent months. It is also, ultimately,
saying that we do need to take forward this debate
in terms of road pricing.

Q29 Graham Stringer: You are arguing for a
sophisticated form of road pricing there, I think.
Does that mean that you would rule out the
cordon-type of congestion charge that there is in
London for other areas, and as a basis for assessing
a national scheme?
Mr Alexander: I think that we are rather getting
ahead of ourselves, given that we have not yet
received bids from local authorities. Of course local
authorities will be aware of exactly the
developments from the initial cordon system that
was in place in London, the emerging technologies.
You can look, for example, at companies like
Norwich Union, who are developing and indeed
advertising systems of insurance on a pay-as-you-
go basis. That information is not uniquely held by
central government; it is available to local
government as well. The challenging point,
however, is to make sure that we do not devise, in
light of our genuine desire to have local solutions
that work for local problems, a range of diVerent
bespoke solutions, but that we do, at the point at
which we receive bids from local authorities, talk
to them, to say, “What is the basis on which
the proposals you are putting forward—
notwithstanding the local circumstances—that
could have common technological application or
be scaleable?”. Because, yes, we would certainly
want to be in a position where not simply could
you have a solution that works for one locality but
actually a solution which is potentially part of our
emerging thinking on the potential for a national
system of road pricing.

Q30 Graham Stringer: A last question on this, if I
may. You talked in your earlier comments about
solutions for particular radial routes in urban
areas. In terms of any charging there might be on
those radial routes or any solution, would it be a
condition on introducing quality contracts for
buses on those radial roads?
Mr Alexander: Again, we are getting slightly ahead
of ourselves, in the sense that—

Q31 Graham Stringer: I am trying to find out your
thinking for the future. We want to be ahead of
ourselves.
Mr Alexander: I am very happy to talk about
buses. My expectation is that in the weeks ahead
we will publish proposals on buses. Buses oVer us a
particular challenge. You have already anticipated
this, Madam Chairman, in terms of your
observation that, while we have seen a significant
uplift in London, that has not been replicated
across the country. I made some public comments
in Manchester in September which reflected my
concern that there was further work that could be
done. Myself and my colleague minister Gillian
Merron have been having a long hard look at
buses. Over the summer we met a range of diVerent
organisations, a range of diVerent bus companies
and a range of members of the public, to try and
discern what steps we can take. Again, I would say
that there is not a single one-size-fits-all solution for
every community in the country. When you arrive
in the Department for Transport you are given the
standard buses brief, which tells the secretary of
state to talk about York and Brighton. Sometimes
you get one that tells you talk about Oxford.

Q32 Chairman: Only when you are talking to the
OFT!
Mr Alexander: Yes! The fact is that there are many,
many people who live in communities outside of
those communities where they are fortunate
enough to have eVective voluntary arrangements. I
took the opportunity and charged Gillian with the
responsibility of looking, as I say, right across the
piece. I do think that there is a role, for example,
in terms of enhanced partnerships, because I would
not want to be in a position where I was being
prescriptive. The debate about buses, in all
candour, is too often characterised as, “Are we
going back to pre-1986, or is nothing going to
change?”. It seems to me that that is a wholly false
choice; that it is not beyond the wit of man to say,
“What have we learned in terms of successes over
the last 20 years?” and “What will a clear-headed
view tell you are the remaining diYculties?”—
which are real for many communities where buses
are a lifeline. We certainly have to be aware—and
I have certainly been aware in the last six months—
that two out of three journeys on public transport
are still taken by bus.
Chairman: Secretary of State, on this joyous note
of sophisticated flexibility, perhaps we could move
on to Mrs Ellman.

Q33 Mrs Ellman: Are you proposing to abolish
the PTAs?
Mr Alexander: I would not wish to anticipate any
statement that I would likely be issuing in due
course, but we are looking at the issue of
governance, which has been raised by a number of
people, in terms of concerns that people have. So
we are looking at the issue of governance.
Governance is one part of this story. Finance has
been raised as another part of this story by a
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number of diVerent people. So I can assure you that
we are looking at all of these issues, and governance
is one of them.

Q34 Mrs Ellman: Have you done any specific
demand forecasting on the increased demand for
public transport where road pricing is introduced?
Mr Alexander: The basis on which we have taken
forward the work on buses that I have been
describing has not been from a foundation of
saying, “How can we make buses work for road
pricing?”. The basis on which I charged Gillian,
who with myself have been taking forward this
work, is to say, “Are there steps that we can take
to improve buses in the community right across the
country?”. The fact is, we are talking on a timescale
of about five years in terms of regional pilots we
have been discussing for road pricing. The broad
timescale that is being talked about in terms of the
possibility of a national system of road pricing is
about a decade—about the middle of the next
decade. I would want to be in a position where the
proposals that I bring forward could be having a
material impact long before that type of timescale
that I have set out.

Q35 Mrs Ellman: What does your demand
forecasting actually show in terms of the increased
need for public transport where there is road
pricing? Have you done specific studies showing the
extent of the increased need?
Mr Alexander: We are fairly limited in terms of the
experience of road pricing in the country at the
moment. My concern in terms of increased demand
for buses is that, where there have been eVective
bus services provided, and also the distinctive
example of here in London, shows that people are
very willing to make a modal shift to use buses; but
there are various criteria that need to be met for
people to make that conscious choice.

Q36 Mrs Ellman: But have you done any
forecasting? Professor Goodwin tells us that there
would be a 50% increase in demand for rail and
buses if there were a 5% reduction in road traYc.
Does that figure make sense to you? Is that reflected
in any studies you have done?
Sir David Rowlands: Perhaps I can help. It is
certainly the case that anything like 5% reduction
in road traYc leads to very substantial increases. It
is mathematics in terms of what goes on to buses
or what goes on to the railway. I think the point
the Secretary of State was making is that we are
expecting back, by the beginning of July next year,
detailed plans from the West Midlands, from the
Birminghams and so on. That will set out what they
envisage by way of road charging proposals. It may
be cordon-based, as Mr Stringer was asking; it may
be more sophisticated, time and distance. They will
need to work that through in terms of what they
believe—in, say, the West Midlands conurbation.
That will be in terms of increased usage of buses
and what they will need by way of money from the
Transport Innovation Fund to sustain that growth
in bus usage or railways.

Mr Alexander: There are a couple of other points
I would make. One is that, if I recollect, we have
seen a 34% increase in bus patronage since 2000 in
London, where there is not the level of car
ownership and where of course there has been the
congestion charge. Also, however—and David’s
point is well made—in terms of what we are
proposing, I have always been clear that road
pricing, in terms of the anticipated pilots, has to be
partnered by investment in public transport.
Because I do think the position is one where you
need to have a proposition which makes sense both
for the local authorities who are advocating this as
a solution to the transport needs in their
communities, and also, as I say, a fair deal for the
travelling public. I would want to be in a position
where we would see improved public transport, and
the resource base for that will be the Transport
Innovation Fund.

Q37 Mrs Ellman: Would changes in PTAs be in the
Local Government Bill or in the Transport Bill?
Mr Alexander: We are in a position where we are
anticipating that there will be a Draft Road
Transport Bill, announced in this Queen’s Speech.
That would aVord us the opportunity to deal with
both the issue of buses—and part of that is the issue
of governance—and also the issue of facilitating
these local pilots. So we would be in a position
where that could be dealt with within the Road
Transport Bill.

Q38 Mrs Ellman: Does that mean that any change
in PTAs would be in the Transport Bill?
Mr Alexander: There are further discussions taking
place in government. As you know, we have
published a local government White Paper recently.
There is a sub-national review being undertaken by
the Treasury. However, I can assure you that we
are very much engaged in these discussions from a
transport point of view, in terms of transport
governance, and we have a legislative vehicle in
terms of the Draft Road Transport Bill, which
aVords the opportunity both to deal with the issue
of buses and also the issue of the local pilots.

Q39 Mrs Ellman: Today it was announced that rail
fares are to go up yet again. Does that suggest that
people will be priced oV the rail, rather than
encouraged to use it?
Mr Alexander: Clearly there are only ever two
sources of potential funding to the railways. There
is direct subsidy from the taxpayer and there is the
fare-payer. In fact, if I recollect, the figures indicate
that in recent years the balance between those two
has been more heavily weighted than in the past
towards the taxpayer rather than the fare-payer.
But if you were to say, “Is this a sign of a system
in decline?”, I would say quite the reverse. We have
seen very significant uplifts—

Q40 Chairman: Forgive me, Secretary of State. I do
not wish to interrupt this flow, but I think you have
been asked something rather simpler. Do you
regard an increase, in some cases of 11%, as a
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means of encouraging people on to the rail system
or not? If you do not, then can we hear why you
have rejected, quite plainly, any increase in petrol
taxes but you regard an increase of 11% on rail
fares as acceptable? It is a policy question, and we
do know the sort of background to it, which you
have been kind enough to explain to us.
Mr Alexander: The means by which you encourage
people to use the railways to a significant extent
involves not simply the fare that is paid but the
service that is oVered. We are in a position where
it is necessary, and has been necessary, to have a
sustained and continued period of investment in
our railways. Therefore, the two conversations—
the fare that is charged and the service that is
provided—are not unrelated conversations.

Q41 Chairman: No, but I think that if some of the
people who will be required to pay 11% were asked
what quality of service they were getting, you might
get some fairly Anglo-Saxon answers.
Mr Alexander: That is certainly the case, but it is
equally the case that the answer to people who are
receiving poor service is rarely to say that there
should be significant cuts in the money flowing into
the railway industry. When we have significant
investment, for example on the West Coast Main
Line, we have not only seen an uplift in patronage
but also improvements in terms of reliability.

Q42 Mr Martlew: On the West Coast Main Line,
I am grateful to the Secretary of State’s faith in it,
but there was the report last week from the
National Audit OYce who said that there was a
major capacity problem. Those who are cynical
think that the increase in fares is not only to bring
more money into the railway but to solve some of
the capacity problems. Is that not the case?
Sir David Rowlands: Actually what the NAO report
said was that they thought there would be capacity
issues between 2015 and 2020, not that there are
capacity problems today on the West Coast.

Q43 Mr Martlew: The reality is that it was a very
good report, and what has happened on the West
Coast Main Line has been very good. The National
Audit OYce was looking for a headline. However,
the fact is that there will be capacity problems on
that railway and, at peak times, there are capacity
problems now. It seems as though you are allowing
the railway to create a system of controlling
capacity by increasing fares. It was put in one of
the papers that you will have to be rich actually to
travel on the railways. How do you answer that?
Mr Alexander: I am fully aware of the commentary,
although I would dispute it. I would say that there
are three elements to having a successful railway.
First of all, you need to be in a position where there
is sustained investment, because there was, under
diVerent governments—not simply the last
Government—a serious investment drought.
Secondly, you need eVective management, and I
would argue that the changes that my predecessor
Alistair Darling made have brought a degree of
stability to the railways. That again was indicated

by the NAO report, which paid tribute to the work
that the SRA did in bringing the costs under
control, after they had been lost control of by
Railtrack paying money to Jarvis and to other
contractors. Thirdly—and this responds directly to
your question—it needs to address the challenges
of the future. That is why we have announced that
we will publish next summer a White Paper which
deals with the next control period. We will embed
that White Paper within a context of what are the
challenges that rail will face up to 30 years. So it
is right for the NAO to identify that there are
capacity challenges, but we had anticipated that in
terms of the development of policy that we will
advocate next summer.

Q44 Mr Martlew: In that White Paper will there be
a target for moving freight from road to rail?
Mr Alexander: We have seen a very significant
uplift in freight in recent years. If I recollect, I think
that we have seen a 46% uplift in the use of rail
freight. In part that has been a consequence of the
greater eYciency secured within the rail freight
industry. We will address the issue of rail freight in
the context of the High Level Output Specification,
and also the work that we are doing longer term
on the railways. However, I would not wish at this
stage to be prejudging the terms of the White Paper
I will announce next summer.
Chairman: I want to bring Mr Clelland in on this,
very briefly.
Mr Clelland: I was listening to what the Secretary
of State was saying about road pricing and getting
people oV the roads.
Chairman: Can I take Mr Scott then? We will come
back to you.

Q45 Mr Scott: Secretary of State, can I ask whether
you think it is acceptable that when, in a survey
published yesterday, 70%-plus of passengers cannot
even get a seat during rush hour to get to work,
they will be charged extra money for the privilege
of standing—in conditions in which, legally, we
would not allow animals to travel?
Mr Alexander: My understanding is that was a
survey in the Evening Standard and I am not
familiar with the methodology or anything else. It
was not a DfT survey. That being said, of course
capacity—and I have recognised that in the course
of my remarks today—is a very considerable
challenge that we face now and in the future. That
is why it is essential that we have sustained
investment in the railways. That is why we have
seen a very significant shift. I think that 40% of the
rolling stock has been modernised. We are in a
position where, in terms of some of the franchises
that have been oVered and secured, there have been
commitments to increase capacity. It is also why
strategically we need to take a clear view of how
best to address this issue of capacity. That will be
addressed in part over the longer term, even beyond
the next decade, in terms of the Eddington Report.
When it is published, it will take a view cross-
modally on issues of the challenges to the network.
In terms of rail in particular, that is why the High
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Level Output Specification next summer will be
absolutely vital, because it will be in that context
that we will be able to reach judgments in terms of
how best to address the capacity challenges—which
are a function of success.
Chairman: I allowed Mrs Ellman to get sidetracked,
I am afraid.

Q46 Mrs Ellman: What benefit-cost ratio would a
north-south high-speed rail link need to show for
it to be considered?
Mr Alexander: First of all, let me set out how we
are meeting our manifesto commitment in terms of
high-speed rail. We said in our manifesto that there
would be a process of looking at this issue. This
issue will be addressed by the Eddington review,
which will be published shortly. That will obviously
inform the work that my department takes
forward, again anticipating both the High Level
Output Specification next summer and also the
longer-term look at rail. I cannot at this stage give
you a specific BCR number, if that is what you are
looking for, for a specific project, because clearly
BCR is only one consideration in the process of
evaluation as to which project should either be
taken forward, or indeed should be funded.
However, I can assure you that there is a great deal
of detailed work that Rod Eddington has put into
the whole issue of a high-speed rail link, and that
work will in turn inform the work that my
department takes forward.

Q47 Mrs Ellman: Has the remit or guidance for the
Eddington review been changed while the review
has been in progress?
Mr Alexander: I know that there was some
speculation at the time that I put out an
announcement saying that there was further work
being undertaken, that there was some kind of
ulterior motive on the part of ministers. I can
assure you that that is not the case. Obviously this
report predated my arrival in the Department for
Transport. In fact, I have been very encouraged by
the work that Rod Eddington has been taking
forward, and I look forward to what I think will be
a very substantial and very serious piece of work.
However, it is an independent report being
provided to ministers both in the Treasury and in
the Department for Transport, and the ultimate
author of that report is Sir Rod Eddington.

Q48 Mrs Ellman: So are you saying that no
guidance has been given to Sir Rod Eddington
from the time the report was commissioned?
Mr Alexander: No, of course there have been
conversations. I think that it would have been
remiss of me for there not to have been
conversations; but, ultimately, this is an
independent report. When it is published, I am sure
that these are questions that he will be at least as
well qualified in answering as I am. I am sure that
he will be very confident in asserting that these
recommendations and the terms of the analysis he
sets out reflect his own thinking and his judgment
on the issues that he was asked to look at.

Q49 Mrs Ellman: How is the Treasury involved in
rail franchising?
Mr Alexander: Ultimately, the Treasury is
responsible for public expenditure. I would ask
David to say a word or two. I know that it has been
an issue of great interest to the Committee for some
time. Perhaps David could speak through the
process.

Q50 Mrs Ellman: Can the Treasury veto any
franchise negotiation?
Sir David Rowlands: I will explain the process and
then you decide whether this is Treasury veto or
not. I must not speak for the Treasury. The process
is essentially that, although the franchise
specification is drawn up within the Department
and agreed with ministers, a competition is then
run and a winning bid comes back. There is a
general obligation on all departments—this is
nothing to do with rail franchising, it is a general
obligation—to get Treasury agreement to the
proposal that involves expenditure over a period of
years for which there is not a budget for all those
years, and remember that rail franchises are
between seven and 10 years long. On that basis
therefore we have to go to the Treasury to get their
agreement to the outcome of a franchise
competition. I think it is fair to say that, in the
terms of the competitions that have been run by the
Secretary of State’s department since we took over
from the SRA, that process has gone well,
smoothly; we met all the timetables, and there has
been no suggestion of a Treasury veto.

Q51 Chairman: Are we to take it that there has
been no change in the terms, so that halfway
through any negotiations you return to them? Let
us be specific. Have there been any renegotiations
with somebody like GNER which might alter the
fundamental terms? We are not interested in the
details, Sir David.
Sir David Rowlands: I am not going to give you
the detail.

Q52 Chairman: I did not think you would, so let
us not get hung up on that. Let us simply say have
you renegotiated, in a fundamental way, the terms
under which GNER will operate the franchise
which might be diVerent from the ones which they
originally agreed?
Sir David Rowlands: I thought that the position was
set out very explicitly in the letter which my
Secretary of State sent to you. We do not
renegotiate franchises. We will agree to changes in
franchise in the public interest.
Mr Alexander: Maybe we could reverse roles and
I could come in to assist the Permanent Secretary
here! I am conscious that there was a flurry of
speculation in the light of the letter that I wrote to
you. I hope that I can today personally allay what
concerns were then expressed on the Committee,
without prejudice to individual franchises—which I
hope you appreciate it would be inappropriate for
me to discuss. There are countless examples of
minor changes of franchise contracts that occur,
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that reflect the evolving nature of day-to-day
business. Essentially, if a franchisee comes to us
and says they want to improve the service, we are
willing to have that conversation with them, but—

Q53 Chairman: I think, Secretary of State, you
understand that is not what we are asking you
about. If you want to give us every detail and every
minor change, we may be here a little longer.
Mr Alexander: Rest assured, I do not. I think that
the substantive point I am coming to is what we
are not prepared to do is to rescue a train operating
company that cannot deliver the service it is
contracted to deliver, at the price that it is
contracted to do so. I hope that I cannot state it
more baldly than that.
Chairman: We are starting too many hares running.
I must come back now to Mr Clelland. We will
come back on to railways in a minute.

Q54 Mr Clelland: It is just to follow up on the high-
speed rail point, now that it has been raised. Does
the Secretary of State imagine that by the end of
the 21st century high-speed rail will still consist of
hundreds of tons of metal trundling along on
steel rails?
Mr Alexander: It is an important point. Of course
there is a lot of speculation in terms of Maglev
technology. As I understand it, there was a recent
crash involving a Maglev train in Germany. There
are diYculties in terms of Shanghai—

Q55 Mr Clelland: We cannot let you get away with
that, Secretary of State. The crash in Germany had
nothing whatsoever to do with the technology. It
was purely an error by an operator.
Mr Alexander: There are also questions which have
been raised in terms of whether the track is actually
being sustained appropriately in Shanghai. So this
is a technology which deserves to be considered and
to be looked at; but, on the other hand, it is only
right to acknowledge that there are questions that
have been raised about it. That being said, I think
your question speaks to not simply an issue in
terms of one particular technology, but a much
broader challenge for the rail industry, which I
addressed at the Rail Partnerships Conference last
week, namely the traditional presumption that rail
has an environmental advantage over other modes
will potentially increasingly be challenged as power
sources change. That is why, for example, as we are
looking at the replacement for the 125, we are
looking at plug-and-play technology, which can say
is there an alternative power source which is a non-
carbon basis, which can be dropped into the engine
of the new replacement to the 125s? I do think that
there is a real responsibility and a real challenge for
rail to ensure that it maintains what has historically
been its environmental advantage. Of course there
are also issues in terms of the weight of trains.
There have at times been judgments made about
safety, but there have also been judgments made
about specifications. I am aware that this
Committee and others have travelled to Korea and
seen significantly lighter trains than are running on

UK rails at the moment. So this is something which
I think makes the case for not simply taking a view
next July over five years, but also saying what are
the kinds of challenges that rail will face over a 10,
20 or 30-year period.

Q56 Mr Clelland: If, as Secretary of State, you say
that Maglev technology is worth considering, what
consideration is being given to it in the
Department?
Mr Alexander: I think that the appropriate way to
address this issue is, first of all, to say what are the
transport needs of the United Kingdom? What are
the transport needs of the economy and society?
And not be in a position where a particular
technology is, in turn, driving a particular project
and in turn driving public expenditure.

Q57 Mr Clelland: So, despite the fact that it is
worth considering, it is not actually being
considered?
Mr Alexander: No, that is not what I have said—
if you would let me finish. It seems to me the
appropriate task, first of all, is to take a strategic
view as to what are the transport needs of the
economy and society. Eddington was commissioned
specifically with the job of looking at that
interaction between transport expenditure and
economic growth, looking to the future. That will,
in turn, inform us in terms of the ongoing analytical
work which we take forward within our
department. Again, however, it seems right not to
say that this should be a discrete, stand-alone piece
of work, which bears no relation to our
understanding of how will transport modes
develop, or indeed how will the railways develop
over the next 20 or 30 years. It would be more
logical to develop our thinking in terms of the
advantages or disadvantages of a high-speed rail
link in the context of a broader sense as to where
rail is going and, indeed, where transport is going
across the UK—and that is what we are
endeavouring to do.

Q58 Mr Clelland: Perhaps I could come back to
road pricing. In getting people oV the road, road
pricing is the stick, but good, eYcient, aVordable
public transport is the carrot. What will come first?
The carrot or the stick?
Mr Alexander: As I have said, in terms of the
regional pilots for which we will receive bids in July
and reach determination in the months thereafter,
we have always been very clear that any system of
road pricing would be partnered by investment in
public transport. I know, not least because of my
familiarity with the circumstances in Edinburgh,
that there have been very considerable diYculties
where the public perceive there being the prospect
of road pricing without a sense that there is an
improvement in public transport. However, this is
not simply, for me, an issue of how do we sustain
and build a consensus that these issues are worth
looking at; it is also a very practical issue that, if
you are asking people to make choices which reflect
the fact that at the moment there is the potential
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for too many cars in a particular place at a
particular time, there needs to be real alternatives
for people. So in that sense, both in perception
terms and in policy terms, I am very alive to the
need to make sure that there is public investment
going into public transport.

Q59 Mr Clelland: But, bizarrely, in Tyne and Wear
for instance, where we have the largest use of public
transport per head of the population of any of the
metropolitan areas, the Government’s concessionary
fares scheme has cost us £7.2 million. Therefore, in
order to bring in the concessionary fares scheme,
services have had to be cut. So the carrot is getting
a bit dry in Tyne and Wear. How are we going to
make the carrot a bit juicier? Will the
Concessionary Fares Bill, for instance, give us our
money back?
Mr Alexander: First, in terms of the £350 million
that was committed by the Government at the time
of the first Concessionary Fares Bill, I am very
aware—not least because of the number of your
colleagues from the North who have told me so in
no uncertain terms—as to the issues that arose in
terms of the implementation of that. There is a job
to ensure that there is an alignment between what
is our stated objective and how local authorities
actually take forward these proposals on the
ground. It is exactly with that in mind that we have
established a group which is working from the
Department with local government at the moment,
to make sure that the diYculties that were
encountered in the areas like the North East first
time round for the application of local services are
not simply replicated when we move to a system of
national local concessionary travel, for which there
has been an additional contribution of £250 million
from the Treasury. That new Concessionary Fares
Bill was introduced in the House of Lords on
Monday, but I can assure the Committee that the
work in terms of making sure there is an alignment
between local and national government reflective
of that experience is already underway and will
continue in the months ahead.

Q60 Mr Clelland: It would be reasonable, would it
not, for Tyne and Wear to be able to start
improving its public transport system from where
we were 18 months ago, and not from where we
are now because of the introduction of the
concessionary fares scheme?
Mr Alexander: Obviously there are issues in terms
of the design of the concessionary fares scheme
within localities. There have been opportunities for
Tyne and Wear to discuss the concerns and
diYculties that they have had; indeed, questions
have been raised, if I recollect, on the floor of the
House on these issues. I do think it would be most
appropriate, as we look ahead to the application of
the next bill, to say what lessons can be learnt from
that and how can we work together, and that is
exactly what we are doing.

Q61 Chairman: Did the Department underestimate
the financial impact of mandatory, free oV-peak
bus travel?
Mr Alexander: I believe that the £350 million that
was put in was suYcient to support the objectives,
but I am fully aware that there were diYculties in
specific localities. Our task is to make sure that
those diYculties are ironed out.

Q62 Chairman: Are you going to intervene? Is that
what you mean by saying that they are going to be
ironed out?
Mr Alexander: No. As I say, there has already been
established a process whereby oYcials in my
department are discussing the application of the
scheme with local authorities, and those discussions
continue. However, I would not feel qualified at
this stage to oVer you a detailed view as to the
specifics of which routes and the design of specific
schemes in specific localities.

Q63 Mr Martlew: Turning to rail franchising, the
Conservative Party have apologised for the
privatisation of the railways and have said that the
privatised rail system does not work. Why does our
Government persist in a system that is not seen as
fit for purpose and certainly will not be seen as fit
for purpose in ten years?
Mr Alexander: Let me make two very quick
observations about the Conservative Party’s
position, and then of course I will take a longer
time to describe the Labour Party’s position. It
seems to me that the Conservative Party are in an
inordinately diYcult position if, on the one hand,
they are saying they are sorry for rail privatisation
but, on the other, are now anticipating that they
will further break up the network, by the break-up
of Network Rail through their so-called “vertical
integration” proposals. Secondly, it seems to me
their principal objection to franchising seems to be
that the public sector is being too tough with the
private sector, and that the success of my
department in securing significant revenue from
potential operators of the rail network through the
train-operating companies is prejudicial to the
financial health of those companies. My starting
point on franchising is to say, “What are the needs
of the travelling public?”. A key element of the
needs of the travelling public is to make sure that
we sustain levels of investment. If I recollect, we are
putting in about £88 million a week into the rail
network, but there are very significant sums also
being contributed from the private sector. I do
sense that, given the uplift in passenger numbers,
the track and signalling work that is taking place,
the replacement of the fleet that we have seen in
recent years, and given the improved performance
that has been achieved, we are in a stronger place
in terms of the interaction between the private
sector and the public sector than we have been for
many years.

Q64 Mr Martlew: Does that mean that franchising
will continue in the same form as we have at the
present time?
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Mr Alexander: I do not anticipate changing the
franchising system. I am not making plans to
change the franchising system at this point. Of
course we keep all of our arrangements, in terms of
governance and interaction with companies, under
review. That is not to say that there could not be
incremental improvements in due course; but if you
are asking me am I sitting here anticipating that
there will be a fundamental change in the
franchising system in the months to come, I fear I
will disappoint you.

Q65 Mr Martlew: Can I go specifically to the West
Coast Main Line franchise? There have been press
reports that there has been a major city law firm
employed by yourselves to try and rescue this
franchise. Is there any truth in that?
Sir David Rowlands: This is the Virgin West Coast
franchise?

Q66 Mr Martlew: Yes.
Sir David Rowlands: The present position is that
that franchise is operating under a so-called
management letter agreement on an annual basis,
largely because the original franchise was let on the
basis that Railtrack were going to deliver the West
Coat Main Line upgrade, including trains running
at 140 mph against a timescale which—

Q67 Chairman: For which, of course, Virgin were
very handsomely compensated, I believe, Sir David.
Sir David Rowlands: Part of this is an issue between
Network Rail, as it now is, and Virgin. What is
happening is that the discussions are taking place
as to whether that particular arrangement could
come back, oV the annual basis on to a proper
franchise basis.

Q68 Chairman: Why do you need a legal firm to
do that? Is there no one within the Department
who can negotiate?
Sir David Rowlands: Because Richard Branson will
hire an army-full of highly paid lawyers, and we
need people who can match those.

Q69 Chairman: Do you always do that when you
are faced with a businessman who hires armies of
lawyers?
Sir David Rowlands: I am sorry, my department’s
lawyers are public law specialists; this is
commercial law we are talking about. We would be
very foolish not to use similar fire power to some
of the companies with whom we deal.

Q70 Chairman: I think that you are enunciating an
interesting policy here, Sir David. You are saying
that, when faced with someone who has
commercial expertise, even though your
department is required to negotiate commercial
franchises, you will only be able to do so by
employing large numbers of lawyers from the
commercial field—simply because there is no one
in the government service.

Sir David Rowlands: Lawyers do not negotiate;
lawyers just document the contract. My
department is full of people who can negotiate
franchises, and we have some commercial law
expertise; but we also need, for particular
franchises, to supplement our own commercial
legal capability.

Q71 Mr Martlew: Could you give us more
indication of the terms of reference that this law
firm are using?
Sir David Rowlands: I am sorry, we do not give law
firms terms of reference in that sense. We hire them
to assist us in the negotiation, whether it is a
railway franchise or some other commercial
negotiation.

Q72 Mr Martlew: Could you give us any idea of
the costs of this law firm?
Sir David Rowlands: I will have to write to you
on that.
Mr Alexander: Perhaps I should declare an interest
at this point.

Q73 Chairman: You have an interest in a private
law firm?
Mr Alexander: Since I am myself a recovering
solicitor. It might also assist you to place on
record—I know that before—

Q74 Chairman: You are not telling us that you have
a part-time job, Secretary of State?
Mr Alexander: Before this Committee previously,
my predecessor stated an aversion to hiring
consultants. If it is of any assistance to the
Committee, equally I have no interest in my
department in hiring any more lawyers or any more
consultants than is absolutely required; but I do
think that the point that Sir David made is well
taken. If you are running an eYcient operation, in
which you have inevitably a limited number
of lawyers within the Department working on the
day-to-day business of franchises and the other
responsibilities that our legal department cover,
there is absolutely nothing inappropriate in saying
that, in the face of a potentially litigious adversary,
we deploy the right number of lawyers in those
limited circumstances.

Q75 Mr Martlew: Can I ask what probably is an
easier question? When do you expect this matter to
be brought to a conclusion?
Sir David Rowlands: I cannot give you a date, but
I would expect, one way or the other, the current
discussions with Virgin will be concluded in, I
should think, two to three months. It is that sort
of timetable.
Chairman: I want to come to Mr EVord now.

Q76 Clive EVord: One follow-up question on
franchise and then I will move on to climate
change. Could you give us a feel for how you
monitor franchises once they are issued? My
constituency, for example, is served by the newly
integrated Kent franchise, which went to the new
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operator in April. There has already been a
significant deterioration in service. How does the
Department monitor that?
Sir David Rowlands: All rail franchise contracts
have a franchising team within the rail group in my
department. It is their job to monitor on a regular
weekly and monthly basis. If a franchisee is in
default of franchising obligations, whether that is
in terms of capacity or performance, then that can
lead to corrective action and can ultimately, in the
case of serious failure, lead to termination of the
franchise.

Q77 Clive EVord: I could pursue just exactly how
much my constituents will have to suVer before
they would be in default, but I am sure that the
Chair would bring me to order—so I will move on.
As part of the Comprehensive Spending Review
will the Department be adopting transport-specific
targets for climate change emissions rather than the
existing joint target?
Mr Alexander: As I say, I will not at this stage
anticipate the detail of the Public Service
Agreements that will be agreed with the Treasury
as part of the Comprehensive Spending Review. I
can assure you that it has been for me, both in
personal terms and for the Department in policy
terms, one of my objectives in the last six months
to build on the focus that has traditionally been
laid on environmental concerns. I think the starting
point for our future discussions, inevitably and
appropriately, is the Stern review, which has not
simply illustrated the science but also the
economics of climate change. If I was to make a
very brief observation, I think Stern teaches us a
couple of points. First, that this is an issue which is
international by definition—Britain accounting for
about 2 to 3% of emissions, Europe by 14%—but
also transport clearly has a role to play in terms of
that British dimension. It is therefore something on
which I am in constant dialogue, both through the
newly established OYce for Climate Change,
working with my colleagues David Miliband, and
indeed Ruth Kelly, Alistair Darling and others.

Q78 Clive EVord: I was going to come on to Stern.
Since you have mentioned it, I will ask you now.
How has it altered the thinking within the
Department? What changes can we expect to see in
the future from the Department, in the light of
Stern?
Mr Alexander: Stern unequivocally sets out the
scale of the challenge that we face. However, I
would also say that, in terms of the logic that Stern
sets out as to how collectively, across society and
across the economy, we must address it, it is
consistent with the approach that I think we need
to take in transport. That is to say, for example,
that we need to look at a carbon price ultimately
and trading therein, but we need to look at
regulation and we need to look at price signals; we
need to look at fiscal measures. We also need to
recognise the international character of the
problem. The challenge for us within transport is
to build on the progress that has been made to date.

If you look at the Climate Change Programme of
the Government, while UK transport emissions are
approximately 25% of carbon emissions, the
projected savings under the Government’s Climate
Change Programme is approximately 24 to 25%
transport as well. I first encountered this over the
last six months in working with my colleagues, at
the time of the publication of the Energy Review.
That was the first step since the publication of the
Climate Change Programme to take a view on this.
I was heartened by the steps that transport had
taken, but equally we are all conscious of the scale
of the challenge that we will face, looking ahead.

Q79 Clive EVord: Whilst the Government has been
delivering on its Kyoto targets, the problem within
transport is that it is chugging along in the opposite
direction. In fact, emissions are up for road
transport and for air transport, and are likely to
increase by 17 million tonnes by 2050 from air
transport alone. How is the Government going to
meet its target of reductions of 60% by 2050 if we
do not turn round that trend within transport?
Mr Alexander: Firstly in terms of what steps are we
taking at the moment, there are four ways in which
we can tackle transport emissions. Firstly, reducing
fossil fuel content of transport fuel, and there is
work underway on that. Secondly, seeking to
increase the fuel eYciency of vehicles. Thirdly,
encouraging more sustainable transport choices.
Fourthly, working towards the inclusion of
transport Emissions Trading Schemes. Let me
focus on the last point because you asked
specifically about aviation, and one of my priorities
since coming to the department has been working
to support the British government’s position that
aviation should come within the emissions trading
system of the European Union. Our stated
position, which we reiterated at the time of the
Energy Review was that we want aviation to come
into the emissions trading system at EU level by
2008 or as soon as practicable thereafter. The
expectation is that the Commission will publish its
proposals on EU ETS before Christmas, in just a
few weeks’ time. In part that explains why I jointly,
with David Miliband, the Environment Secretary,
travelled to Berlin last month to make the case to
the incoming presidency of the European Union of
Germany that this was an issue to which we attach
great importance. Let me just say a word about
why, given the figures you quote in terms of
aviation emissions, this matters so much. In part,
because I think it is very important that over a time
aviation does meet its environmental externalities,
and those are costed in. Trading is, I think, the
most appropriate policy by which we can achieve
that objective, and of course it is preferable for the
European Union in environmental terms, which
accounts for 14% of global emissions, to undertake
that than simply for it to be an initiative on a
unilateral basis by one country—in Britain’s case
about 2 to 3% emissions—so we are working
extremely hard at European level to get aviation
into the Emissions Trading System. That is
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something that I hope would anticipate further
changes at a global level as we move towards a
carbon market.

Q80 Clive EVord: There have been certain items of
correspondence between members of the Cabinet
recently, relating to fiscal measures. What fiscal
measures do you think that we can expect in the
future in order to assist in reducing emissions?
Mr Alexander: Firstly—and I hope this wins favour
with the Committee—I do not read the Mail on
Sunday. Secondly, my Permanent Secretary has
just told me, “You cannot comment on this,” but
notwithstanding the wise counsel of my
distinguished Permanent Secretary, tempting
though your oVer is to anticipate what is rightfully
a judgment for the Treasury, I think I will resist the
temptation.

Q81 Chairman: You could comment on airports,
could you not?
Mr Alexander: In terms of airports, as you will be
aware, we are under an obligation, and I have made
it clear, that we will discharge that obligation, to
publish an update on the Aviation Transport White
Paper, towards the end of this year, and I can
assure you that there is a great deal of work taking
place within the department in preparation for that.
Chairman: Yes, it is all clear. Thank you, I think
there is a lot of work going on, Secretary of State,
but we just want to know what it is, and it would
be nice to know that we had some indication of
that. Mr Leech on this.
Mr Leech: I wanted to move on to airports too.
Chairman: Yes, please.

Q82 Mr Leech: Secretary of State, in a letter sent
to the Committee yesterday you stated that the
performance of EASA had improved significantly
and that you were now happy to transfer some
further powers over to them. Can you explain
exactly what aspects have actually improved and
why you feel that is okay to pass on further work
to them?
Mr Alexander: This has been the subject of detailed
work by the CAA because clearly we have not been
in a position where we wanted to compromise
safety standards. The harmonised high safety
standards for all European operators and their
crew can best be achieved by staying in the EASA
system in a structured and timely way. The
performance has markedly improved over the last
12 months, and if it assists the Committee I will
certainly send the basis on which that judgment was
reached by experts within my department, and
aYrmed in terms of the judgment that I made.
Chairman: I do not think we are going to let you
get away with that, Secretary of State.

Q83 Mr Leech: It interesting that you say that the
CAA seems quite happy now because in a letter
that we received on 11 October from Sir Roy
McNulty where he suggested that the pace of
improvement needs to quicker further. It seems to
have quickened incredibly fast if between 11

October 2006 and 28 November 2006 everything is
now okay and so that we can now transfer that
power.
Mr Alexander: I would assume that the terms of
the letter I sent to you yesterday do indicate that
there will be any relaxation in our desire to see
progress in terms of safety and continued progress
within EASA. I think it is to set up a false premise
to say that if we move a reserve and continue to
work with European colleagues to see the
improvements that have begun, and undoubtedly
we want to see continue, that we will in any way
weaken our determination to continue to see that
progress.

Q84 Mr Leech: Have EASA’s budgetary problems
for this year and future years now been resolved?
Mr Alexander: You are right to recognise that there
have been diYculties. This is a matter upon which
we are continuing to work; but, as I say, I can
assure you that in terms of the improvements that
have been made it was suYcient to satisfy me that
the right time had been reached to remove the
reserve but on the other hand to retain progress.

Q85 Chairman: Secretary of State, we are in some
diYculty if you cannot tell us exactly what they are.
We just want to know, do they have the money?
Are they going to have a proper budget? Do they
have the people who know what they are doing?
Are they continuing to hold out the sort of
objections they had to people training in the British
system? These are very important questions.
Mr Alexander: I am fully aware of that.
Sir David Rowlands: Perhaps I could add to that?
The Secretary of State wrote on the basis of Roy
McNulty’s advice to the department. SuYcient
progress had been made to lift the reserve—that is
in terms of budget and budgetary control, in terms
of turn around times for the work that they are
currently doing, but neither he was saying, nor I
think is my Secretary of State saying, that
everything in the garden is fine and dandy. We have
lifted the reserve but we are watching it very closely
and we will slow down, if we have to, any further
transfer of responsibilities to EASA, if we do not
see signs of continuing improvement.

Q86 Chairman: But you have actually said that you
will continue to transfer powers and you will realise
that the Committee had grave reservations about
whether EASA were (a) capable of undertaking the
tasks that you were transferring to them; (b) had
filled their vacant posts; (c) had sorted out their
matter of governance. Can you assure us that all
of those three things have been dealt with?
Sir David Rowlands: We can assure you, on the
basis of our own view, and Sir Roy McNulty’s
advice, that suYcient progress in those areas has
been made to lift the general reserve, and I do not
think that I or my Secretary of State are saying that
therefore everything is wonderful; we are saying
that there are still areas we need to watch and if
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we have to we will make sure that the further
transfer to EASA does not take place, that there
has been suYcient progress to lift the reserve itself.

Q87 Mr Leech: Can I ask the Secretary of State if
there have been any discussions from the
department with the unions involved in the airline
industry, who came to the Committee as part of our
inquiry and were quite scathing about the concerns
over EASA. Have you had any discussions with
them to see if they are satisfied with progress that
has been made?
Mr Alexander: I took a meeting with, if I recollect,
Sir Roy McNulty of CAA personally on this
because I did have concerns in terms of the
information that had been put to me in terms of all
the issues that the Chair identifies. I myself have
not met directly with the unions but in the normal
course of events I am sure that the CAA meet with
them, and I can assure the Committee that the view
I take on these matters is driven by an overriding
concern for safety, and I would not be in a position
where, if advice was put to me, even on the basis
of Sir Roy McNulty, and I had doubts as to his
judgment on these issues, that I would be cavalier
in any way with safety. I am informed by the
judgment that the CAA, which has an outstanding
record on these issues, brought to me and the
advice that in turn has been forwarded to EASA.

Q88 Mr Leech: Do we have an absolute assurance
then from you that current UK aviation for safety
standards will not be compromised as a result of
any further transfer of work over to EASA?
Mr Alexander: Of course we would not take
decisions that would seek to compromise the safety
of British aviation. On the other hand, do I
recognise that there can be merit in having
harmonised, high safety standards across all
European operators because both British carriers
and British passengers are travelling through
airspace that is not solely controlled by the CAA?
I recognise that there can be merit in that
proposition, but the merit of that proposition is
contingent upon the assurances being sought and
received by the CAA in terms of safety standards,
and it is on that basis that Sir Roy has been actively
engaged in dealing with the kind of issues that the
Chair raised over a number of months with EASA.

Q89 Mr Leech: Is that a yes or a no then?
Mr Alexander: In exactly the same way as in any
circumstances I would not seek to allow an aircraft
to fly if I knew it was unsafe, I would not take a
policy decision which I felt to be unsafe. I am
informed on the judgment that I reach on the basis
of the advice that I receive from experts. In this
area of work Sir Roy McNulty and the CAA are
best qualified to advise me as to the safety
standards of EASA on the basis of the advice that
I have received from them and the discussions that
we have with them, and they are charged with
taking forward and continue work to make sure
that we have the assurances that all those around
this table would want to see.

Chairman: Mr Scott.

Q90 Mr Scott: Secretary of State, when Crossrail
was initially costed it was meant to be £10 billion.
Can you confirm that that figure is still accurate
and when the government is going to pledge the
necessary funds to build it?
Mr Alexander: The figures at the time of the
introduction of the Bill remain the figures that we
set out at that time, and since that time, as I
recollect, we have not produced further figures.
There is a discussion underway, of course, within
government, in terms of the funding package for
Crossrail and progress continues on the Bill; but
the figures in the public domain were the figures
which were published, as I recollect, at the time of
the introduction of the Bill at 10.2.
Sir David Rowlands: 10.2, I think, from memory.
One does need to be a little careful in that the figure
I think we are all talking about is in a particular
year’s price base.
Mr Alexander: Quarter one, 2002 it was that figure.
We were both half right—you were 10.2 and I was
nine. £10.29 billion, that is at 2002 quarter one
prices.
Sir David Rowlands: And that has not changed.
Mr Alexander: And that has not changed.
Sir David Rowlands: Perhaps I ought to add, for
the Committee’s benefit, if I may? There is some
quite intensive work going on at the moment to see
if that number can be reduced, and I think there is
some prospect that it may come down. But it is in
2002 prices; in today’s money this is a bigger
number and by the time Crossrail is built and
delivered in the middle of the next decade it will be
a bigger number still because it will be outturn
prices in the next decade.
Mr Alexander: Basically CLRL, DfT and TfL are
engaged in that value engineering exercise at the
moment and I myself met the individual leading the
value engineering work.

Q91 Mr Scott: The former Secretary of State in the
second reading said £16 billion.
Mr Alexander: That is the 10.292 in 2002 quarter
one prices, which could be as much as £16 billion
and I do not think there is a disparity, I think it is
simply reflecting the estimation at the time—

Q92 Mr Scott: So in 2001 it could have gone up
and in today’s prices it will be £16 billion instead
of 10.2?
Sir David Rowlands: That, I think, is £16 billion in
outturn prices and that is the money over the next
decade that we are talking about.

Q93 Mr Scott: If I could just ask one further
question of the Secretary of State. The Mayor of
London has suggested quite openly that the
funding of it be partially through increasing
business rates. Do you support that?
Mr Alexander: The appropriate balance of funding
between London and the national taxpayers will be
considered by us, and it will be considered in the
context of both the publication of the Lyons’
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Review, and I have been very clear—indeed, if I
recollect, I stated this on the floor of the House—
that clearly a decision of this scale and magnitude
is more appropriately taken in the context of the
Spending Review, but that is being informed by, as
I say, the value engineering piece of work that has
been taken forward, and discussions which will
follow the publication of the Lyons’ Review.

Q94 Mr Scott: Sir Michael Lyons, when he
addressed this Committee, told us that it would
come from council tax and non-domestic rates as
well as obviously private government money. So he
has already actually said that back in July of this
year.
Sir David Rowlands: If I could help? I think that
Sir Michael is really reflecting the stated position,
which is that London would be expected to make
a contribution to Crossrail, if it is to be built. There
have been some discussions with London business
interests and that contribution, if it is made, is
likely to be made through business rates; it is
certainly something that London First themselves
acknowledge, for example. So I do not think there
is any secret in this. The issue will be quantum,
which is how much does London contribute, how
much does the department contribute, how much
of it can be met through the farebox.

Q95 Mr Leech: If the costs of the Crossrail go up
in the same way as the costs of the Manchester
Metro Link went up, will Crossrail be dealt with in
the same way that Manchester was, or will it be
dealt with diVerently because it is in London?
Mr Alexander: Actually we are working to get costs
down, not to get costs up in terms of the value
engineering work that is being taken forward by
CLRL, by TfL and by the DfT, and it is with that
in mind that we have commissioned some very
expert people to help us work on the value
engineering.

Q96 Chairman: Would you expect in normal
circumstances that the costs would be spread across
fare rises—bus fares up, rail fares—as well as the
business rate? We did question Sir Michael and we
thought that that might be the outcome, and that
is what we are interested in.
Mr Alexander: Ultimately there will be decisions
reached in light of the Lyons’ Review. I have to say
that the criticism is normally directed at the
department, or has been in recent months, is not
that Sir Michael Lyons has been overly
proscriptive, but the suggestion that he has not
directly engaged in the detail of how Crossrail is
going to be funded. So it is a new line of criticism
of this project to say that we are getting too much
information out of Sir Michael Lyons, whereas the
opposition tend to say that it has nothing to do
with him. Sir David is also right. I recently met
London First—indeed I am due to meet with the
Campaign for Crossrail over the next few days—
and London First made clear that the expectation
is that business rates would be the means by which

London would make a contribution, but I am not
going to prejudge either the Lyons’ Review or the
discussions that will follow thereafter.

Q97 Mr Clelland: This is nothing to do with
Crossrail, but something much more important.
The Secretary of State has made several references
today to the strategic road network, but is he aware
that in the northeast there is not a single mile of
three-lane motorway, which I think we accept as
the national standard for motorways; there is not
a continuous dual carriageway from Newcastle
north of Scotland; there is not a continuous dual
carriageway from the Newcastle north of Scotland;
there is not a dual carriageway from the northeast
across to the motorways in the northwest; and the
two-lane motorway that we do have runs out at the
edge of our region at North Yorkshire. Then there
is some 20 miles before we then pick up the brand
spanking new three-lane motorway running
through Yorkshire, joining to the M1 and down to
London. My question is, when is the northeast
going to become part of the strategic road network?
Mr Alexander: I can assure you that investment in
transport for the northeast is today at record levels.
Between 2001 and 2006 in excess of £450 million
has been invested in the region, delivering real
improvements on the ground. Over £200 million
has been spent on major capital projects in Tyne
and Weir, with an emphasis on public transport
improvements, for example, taking the metro to
Sunderland, about which we were speaking earlier;
and specifically in relation to roads the Highway
Agency is progressing projects to deliver an
upgrade to the A1 in Yorkshire, which will
complete a motorway standard link to the
northeast.

Q98 Mr Clelland: To the northeast but not through
the northeast?
Mr Alexander: Clearly there are discussions which
continue to be articulated from the northeast in
terms of the particular demands within that region.
I would simply say that judgments always have to
be reached and we are spending record sums in the
northeast at the moment.

Q99 Mr Clelland: But surely it is important for the
region and for the development of the regional
economy that, given the fact that road transport,
however much you might try to get people out of
their cars, is going to be a major feature of
transport in this country for the foreseeable future
and we need to have a strategic road network which
links all regions and assure that all regions have at
least the national standard. That does not apply to
the northeast, so what plans are there to bring the
northeast up to national standard?
Mr Alexander: Our ambition is to have targeted
investment in our national road infrastructure that
is in part driven by considerations of relative levels
of congestion and of all of the demands that are
placed on the national road network, and I can
assure you that the criteria that is used in terms of
consideration for funding in the northeast is the
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same consideration—it is not as if there is a
separate set of matrix for the northeast in my
department from Yorkshire, Humberside or from
any other region of England—and in that sense of
course there are always going to be particular
projects or particular requests that come from
regions which, for reasons of probity in the public
finances, cannot be met. But I can assure you that
there is no desire to disadvantage any one region
over any other.

Q100 Mr Clelland: But the Secretary of State must
recognise that the A1 western bypass is recognised
by his department as one of the most congested
roads in the country, yet there has not been a major
improvement of that road for the last 20 years.
Mr Alexander: Of course we face a challenge in
terms of congestion. The answer in every
circumstance to every congested road in the
country is not to necessarily build additional
capacity—that is in part why, as I say, our
approach to congestion involves ensuring that there
is better information to motorists, we manage the
existing network better and we have traYc
management oYcers working now in every region,
and at the same time to ensure that as resources
allow there is targeted investment in our road
network and we take forward the discussions as to
whether there is applicability and suitability for
road pricing.
Mr Clelland: It would seem that the criteria would
apply to Yorkshire and other areas of the country
where brand new roads seem to be springing up all
over the place.
Chairman: I think that is more of an opinion
actually. Mr Stringer.

Q101 Graham Stringer: Secretary of State, it is not
surprising that the economy has been doing so well
under this government—in every region there are
record levels of spending because there are more
resources available—but what is surprising is that
when you look at the ratio of money spent in
London and regions, in health and education the
ratio has stayed roughly the same over the nine or
so years of this government. But when you look at
transport expenditure, in round terms—it varies
from region to region—the amount of money spent
in the northwest, northeast, West Midlands, has
gone from being about 50% per capita of the level
spent in London, down to about 40%. Why is that
the case? And in the Comprehensive Spending
Review will you attempt to reverse that and get
back to the same levels that they were before?

Mr Alexander: Of course the government is and
will continue to invest in all regions of the country,
but against that truth it has to be acknowledged
that London has many very distinctive features,
whether it is the legacy of its advanced
public transport system—it has the London
Underground—whether it is the fact that it has a
significantly lower proportion of car ownership
than other parts of the country; or whether it is the
relative economic significance of the London

economy to the UK economy. Successive
governments have recognised in spending decisions
the importance of London. So I can assure you
that, not least because we have an objective as a
government to ensure balance and sustained
economic growth across the country, we want to
continue to see investment not just in London but
in the northwest and the northeast and Yorkshire
and Humberside and every region of the country,
but there will continue to be distinctive features
about London which deserve recognition in terms
of decisions that we reach.

Q102 Graham Stringer: I cannot disagree with that,
but I also cannot let it go as an answer to the
question. London was distinctive ten years ago as
part of the national economy and a lot of it
depends on what happens a couple of miles down
the road to the east of here, in the City of London,
and I think we would all accept that. But the
question I was asking was why has the ratio
changed under this government? There have always
been those priorities for London but why has it
become more of a priority and the local regions
relatively less of a priority over those nine years?
Mr Alexander: Your question risks confusing cause
and eVect. We did not set out and do not set out
to say that there is a relative priority; on the other
hand, there are attributes which, as the economy
develops, are reflected in decisions that are taken,
and we want to ensure that every region of the
country sees sustained economic growth and that
is why investment is at record levels across the
economy. But at the same time there are certain
attributes—there are a million people a day coming
in and out of London from regions which are not
themselves identified as London, and there are very
distinctive features to public transport. For
example, travelling to work, if you look at the areas
which are now comfortably sitting—or sometimes
in circumstances of diYculty—within a travel to
work area to London, the proportion of people
travelling longer distances has increased. It is one
of the features of the economy that as people
become richer people both tend to want to travel
more often and often want to travel further. So in
that sense there can be methodological and
statistical issues here, but one of the realities of
economic development of London over recent
years has been the overspill of the relative economic
growth of London into regions which would not be
captured in a table as identified as London.

Q103 Chairman: In that case can I ask you about
one of the things that has been costing you money,
which is the Underground? You said you are going
to look at and monitor the performance of London
Underground to 2010–11. Do you share the
Arbiter’s recent conclusion that “neither Metronet
Infraco has met an eYcient or economic standard
of performance”?
Mr Alexander: We are very aware, as was
identified, that Metronet has fallen far short of
what the public expected, and in particular I would
stand by the assertion that Metronet has to raise
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its game. The stations modernisation programme is
behind schedule and delays to passengers through
failing assets remains a very serious issue. The
Arbiter’s report that you referred to identified
specific failings and areas of concern and I would
have no hesitation in joining with the comments
that the Mayor of London, Ken Livingstone has
made, and indeed Peter Hendy of TfL, in calling on
Metronet shareholders to ensure that the company
responds and improves its performance.

Q104 Chairman: Secretary of State, relying on the
shareholders does not seem to work very well, does
it, if what the Arbiter actually said is very
damning—“neither has met an eYcient or
economic standard of performance”. How do you
monitor that? Are you simply saying that is a
matter of the shareholders, not for those who
brought contracts into place?
Mr Alexander: Ultimately it is the contract with its
system of abatements and bonuses, which is
available to London Underground and to TfL to
raise performance levels, and the contract has been
designed in such a way for the framework to
provide the potential solution, but it is ultimately
contingent on action being taken by Metronet to
see the performance of improvement levels that we
would want to see.

Q105 Chairman: Witnesses have identified stations,
track, asset management and risk management.
There is not much left, is there?
Mr Alexander: As I say, I could not be clear before
you today, but the task facing Metronet in the
Arbiter’s report is very clear. Equally, I think one
should be clear as to where the responsibility for
those improvements lie. It is important that
Metronet raises its game, but that the framework
of the PPP contract allows for both London
Underground and TfL to ensure that that
performance in improvement is achieved.

Q106 Chairman: And the Department will monitor
to make sure that there are very specific sanctions
taken against people who do not meet the terms of
the franchise.
Mr Alexander: I can assure you that I have had
discussions as recently as the week before last with
Peter Hendy when I was with him, and indeed in
previous months with Ken Livingstone, about the
challenges that Metronet are facing. I think that
given the very clear responsibilities that Metronet
has in the light of these failures, what is important
is that there is a clear message being sent from all
of us as to ultimately where the responsibility lies
in the improvement steps that must be taken.

Q107 Clive EVord: Out of that meeting is there any
agreement between you and the Mayor for London
about how to deal with this problem? What can we
expect in the future in order to ensure that
Metronet begin to deliver on their contractual
obligations?

Mr Alexander: The conclusions of the report
reinforce the obligations that Metronet has, but it
also recognises—I hesitate to say to be fair—that
Metronet are taking certain steps to seek to address
these shortcomings. Certainly I have discussed this
mater on a number of occasions with Peter Hendy
and he is clear that the responsibility lies with
Metronet and that the PPP framework provides for
Metronet to be able to take steps within the terms
of the contract and improve its performance.

Q108 Clive EVord: But is it not true that Metronet
are too far behind, they are just not going to meet
their contractual obligations on time, and is that
not the fact?
Mr Alexander: I would not wish any comments
that I oVer the Committee today to be taken as a
pretext by Metronet to seek to escape its
responsibility in light of the terms of the Arbiter’s
report. I think that the ball is very much in
Metronet’s court and the responsibility lies with
Metronet to see the performance improvements,
which not only TfL and the London Mayor and
the Secretary of State for Transport want to see
but, not unreasonably, the users of the London
Underground want to see.

Q109 Clive EVord: If they fail to up their game
what sanctions are available to the Mayor or you?
Sir David Rowlands: Could I try to help, if I may? I
ought to declare an interest again since I had some
involvement in the original Underground PPP
contracts.

Q110 Chairman: Nice to know who to blame,
Sir David!
Sir David Rowlands: It is actually London
Transport who let the contracts, but I had some
involvement. The contracts, as the Secretary of
State said, are structured on the basis that you
either get a reward or abatement, depending on
performance, against the various metrics under the
contract. It seems to me—and I am picking my
words very carefully now—that Metronet, on its
current performance, is in grave danger of having
all of the shareholder funds wiped out and that the
shareholders may well have to recapitalise. At that
point the shareholders will be at least concerned, as
will the banks. This contract, complicated though
it is, is designed to drive performance in a way that
goes beyond hectoring people, but actually hits
them with severe financial penalties, and you saw
the first impact a week or two ago when Atkins
came out with their interims and had to say that
they were losing money on Metronet and their
share price went down 5%. Personally, I think that
is the beginning and not the end of their problems.
Chairman: Thank you. Can we come now to
Mrs Ellman?

Q111 Mrs Ellman: The National Audit OYce drew
attention to a problem in reporting serious
accidents and said that there was an under-
reporting. What have you been able to do to
rectify that?
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Mr Alexander: As I reflect in my introductory
remarks, we do have work underway with the
NAO1 at the moment and we have oYcials looking
into exactly this matter, the question being
essentially whether the police numbers that we have
been using are themselves not reflective of accidents
which are not in turn reported to the police—there
is no legal obligation for people to report matters to
police where there is an exchange of details between
those involved. As a result of that we are working
closely with the NAO2 to get to the bottom of the
issue. We have to date been working, not
unreasonably, on the basis of the figures that the
police provide to us.

Q112 Mrs Ellman: The Second Review of the Road
Safety Strategy has been delayed. Can you tell us
why?
Mr Alexander: We are working towards a timescale
and I am working towards a timescale of
publication relatively early next year. I can assure
you that in terms of the work I have been doing
with colleagues, and in particular with Stephen
Ladyman, the Roads Minister, that does not in any
way reflect a lack of interest on our part in terms
of what will be in that Second Review. Clearly
Stephen has been leading on the Road Safety Bill,
which concluded its passage through Parliament,
but I can assure you that we are looking very hard
at that. I was not; I have to say, aware of the delay.
Sir David Rowlands: The First Review, which was
after the first three years, was published in April
2004 and I think as far as the Secretary of State
and I are concerned we are expecting the Second
Review to be similarly published around about
April 2007, to a similar timetable. So we have no
reason to believe that there are major delays here.

Q113 Mrs Ellman: Hit and run accidents have
doubled in the last decade. What action is being
taken to deal with that?
Mr Alexander: We will look carefully at that
evidence in the context of the Road Safety Review
that we are taking forward. As I say, we have just
had the conclusion of a Road Safety Bill, but I
think these issues are better dealt with in the round
rather than trying to pluck out, ahead of the Road
Safety Review, specific measures and responses to
specific oVences.

Q114 Mrs Ellman: Will the Review be looking at
cycling as well? There has been an increase in
cycling.
Mr Alexander: Yes, given that cyclists tend to cycle
on the road, yes, we will do it.

Q115 Mr Martlew: On road safety, I am very
conscious that this country has a very good record,
that we have the lowest number of fatalities
anywhere in Europe, and that is very good, and it
continues to come down. But I am concerned that
there has been an increase of accidents, fatalities on
rural roads, especially a single driver, especially

1 ONS.
2 ONS.

amongst the young. Looking at the figures for the
last five years there has been a 20% increase in
young people between 17 and 25 killed on rural
roads. Do you think that there is a need to adjust
the licensing and the training of young drivers?
Mr Alexander: Let me make a general point and
then a specific point. In terms of our general
approach I think it can be captured by the three
Es: engineering, in terms of road design; education
in terms of the information that we publish and
encourage drivers to receive; and the issue of
enforcement. It is on those three pillars that we
have seen the kind of improvements that you
describe. I am very aware indeed of the campaign
that Brake has been running as a result of their
concerns in terms of the number of younger drivers
involved in both serious accidents and fatalities. I
would simply say that we are working very hard,
looking at not just their recommendations but a
range of other concerns that have been brought to
our attention, and we will report that in the review
that we are going to be publishing in the timescale
that Sir David suggested, next year.

Q116 Chairman: Let me then ask you about foreign
registered lorries. They are involved in a
disproportionately high number of collisions and
incidents. What action will VOSA take to improve
the safety of those vehicles?
Mr Alexander: My understanding is that in terms
of details of foreign drivers per se we do not collect
information on driver nationality, so there is some
issue in terms of evidence there which can confuse
the picture. In terms of enforcement being taken in
relation to often larger foreign lorries being driven
on UK roads, there have been significant steps
taken in terms of enforcement, particularly in the
southeast of England, using the new weigh in
motion technology. We are also looking at the
capacity for the registration plate recognition
cameras to be used eVectively. So I can assure you
that this is an issue which, not least, the Freight
Transport Association and the Road Haulage
Association have brought to my attention and the
attention of Ministers, and it is an issue upon which
we continue to work.

Q117 Chairman: Since they provide such a high
level of control why do you think it is a good idea
to privatise VOSA?
Mr Alexander: I know that David has a
longstanding interest in these issues.
Sir David Rowlands: Can I finish the last answer
and go on to the next very quickly? The targeted
programme that is being run in the southeast on
foreign registered trucks, I think about 63% have
been served with a prohibition notice, which
underlines that there is a major problem here.

Q118 Chairman: A real need.
Sir David Rowlands: Yes. The expectation is that
we will roll that out throughout Great Britain. We
will have to find the funds for it.
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Mr Alexander: Also, I think we have carried out
more than double the number of checks on
foreign vehicles.

Q119 Chairman: Does that mean you need more
people rather than less, Secretary of State?
Mr Alexander: It is not necessarily a question of
people. It does suggest that the targeted approach
that we have taken has actually been successful in
terms of the number of vehicles being issued with
prohibition notices. As I say, more than double the
number of checks on foreign vehicles at ports in the
southeast, as compared with the last full financial
year, I hope evidences the seriousness of the way
in which we are approaching the issue.

Q120 Chairman: Yes, but of course the Committee
has highlighted this over a number of years. Do
you have an estimate of a total number of
unworthy HGVs currently on our roads?
Mr Alexander: From VOSA’s random HGV
compliance check for 2005 8.8% of vehicles were
issued with prohibitions. This is more indicative of
the actual level of compliance in the United
Kingdom—it compares with the figure of 11.3%
in 2004.

Q121 Chairman: I come back again to the whole
question of VOSA. Is it your intention to
privatise VOSA?
Sir David Rowlands: No.

Q122 Chairman: Good.
Sir David Rowlands: But that should not be read
to mean that we never look at the balance between
in-house and outside provision; but, no, we have
no intention of privatising VOSA.

Q123 Chairman: Why then, Sir David, is your
department reluctant to give you the terms of remit
that they can ask the firm concerned to look at in
relation to VOSA? I have had lots and lots of
careful answers from you saying, “No, no, we are
not telling you that because it is commercially
confidential,” but when a remit becomes
commercially confidential I do wonder what you
are doing. Forgive me; I am by nature a trusting
creature!
Sir David Rowlands: Forgive me, so do I; I am
puzzled. I am not an expert in the detail of
everything that is going on at VOSA, but there is
no intention to privatise it as such, although clearly
any agency needs to look at the eYciency with
which it conducts its business and may decide to
contract some of that out and may not do it inside.
If you feel that you have been given insuYcient
insight into what is happening at VOSA I will
gladly write to you within the next week.

Q124 Chairman: Frankly there is a very
considerable worry about the work that is taking
place. Have you looked carefully at the way that
the large firms, particularly in the bus industry,
certify their own drivers in relation to drivers’

training, and can you therefore explain why if a
firm does it far more people are passed than if a
civil servant does the same test?
Sir David Rowlands: No, I cannot.

Q125 Chairman: Is that something that concerns
you, Sir David?
Sir David Rowlands: Yes.

Q126 Chairman: And are you looking at it,
Sir David?
Sir David Rowlands: And what is more, I will write
to you about it, Mrs Dunwoody.

Q127 Chairman: Yes, and you are also going to
explain to me the diVerence in the prohibitions and
what you are going to do to up the numbers of
checks that are taking place.
Sir David Rowlands: The expectation is that we will
roll out the southeast pilot soon.

Q128 Chairman: Meanwhile, if you are worried
about the written answer let me direct your
attention to Hansard 17 October, when I asked for
the terms of reference to the Deloitte study into the
possible out-sourcing of work being carried out by
the Vehicle and Operator Services Agency, what
the initial conclusions were, and I was told that,
“The terms of reference are commercial, in
confidence. It is too early to say what the initial
conclusions are.” It sounds as though you had
written it yourself! It does seem very strange that
the terms of reference given by a department to
various people working within it are commercially
confidential.
Sir David Rowlands: I will see if I can help you.
Chairman: You are always very helpful, Sir David.
Mr Stringer on this.

Q129 Graham Stringer: Steven Hurd, who used to
work for the department was quoted in the Coach
and Bus Weekly earlier this year as saying that the
bus industry under a Labour government is given
as much freedom as Nick Ridley gave to the bus
industry. He is entitled to his view that there is no
diVerence between yourselves and Nick Ridley, but
what is more worrying about what he says in this
article was that the reason the department was like
that was that people like him, ex-oYcials who had
been seconded to the Confederation of Passenger
Transport, had a lot more influence than Labour
backbenchers or anybody else in the process. Are
you concerned about—not just Steven Hurd—the
activities of ex-oYcials who are in the market
selling information and they claim access to policy
making oYcials?
Mr Alexander: Let me deal with your first vicious,
wounding allegation that I am somehow the
Nicholas Ridley of the new Labour party! It was
said of Nicholas Ridley that he had no in tray, no
out tray, only an ashtray, so I can assure you that
we have a very full in tray in the Department for
Transport. That being said, I also want to deal with
your second point, which is: do we have contact
with Labour backbenchers on the specific issue of
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buses? It is a matter of record that in the last six
weeks or so I have had two separate meetings with
Labour colleagues outside of this Committee,
simply to have the opportunity to hear their views.
I will leave David to deal with the issue of
ex-employees in the department.
Sir David Rowlands: I think anybody who hires an
ex civil servant who believes that through that
route they will gain access that they could not
otherwise gain, certainly to my department, is
wasting their money. I cannot control—nor should
I try to do so—anything that a former civil servant
says, that is his or her right, but it is nonsense to
suggest that it buys you access that other people do
not have. Nobody has ever gained access to me in
all of my time as a civil servant exclusively because
they were introduced by an ex-civil servant. I do
not believe—and this is a personal view—that
oYcials have a degree of influence over Ministers
that backbenchers of any party, in a sense, fail to
have. Our job is to provide advice, it is the
Minister’s job to reflect on that advice and to take
decisions, including taking into account the views
of a whole host of other people, including oYcials
in the department, and that includes members of
their own party or other parties.

Q130 Graham Stringer: I do accept the
constitutional position, but he is claiming that
influence in this particular article. But it is also
information, is it not? The Secretary of State
previously was talking about potential changes to
the bus industry, which he is going to announce.
That is commercially important to a lot of those
bus companies and they may be wasting their
money, but there are certainly a number of
ex-oYcials who are selling their services on the
basis that they are giving current thinking and
current information from a department. Do you
keep records of ex-oYcials who come into the
department?
Sir David Rowlands: In the formal sense of course
we have a record of everybody who has worked in
the department because it is in the personnel
management system.

Q131 Graham Stringer: When they are coming in
when they are ex oYcials?
Sir David Rowlands: No, we do not because,
frankly, it is an open door into our headquarters
building with all sorts of people coming in and out.
What we do do is for any oYcial of seniority,
including but not wholly because they may have
had contractual involvement with the employer or
potential employer, is that you will know as well as
I do that under the Business Appointment Rules
that you are obliged for two years after leaving the
civil service to seek the agreement of the
department, on advice from the Business
Appointments Committee, as necessary, as to
whether or not you can take up an oVer of
employment, or you can only do so under
particular conditions. The other point I would add
is that in my experience, although people leaving
this or any other department know something at

the point they go, what they know gets very rapidly
dated. They may be able to pitch it in a way that
it sounds up to date but within three to six months
they are really out of date.

Q132 Graham Stringer: I am aware of those
groups. Do they apply to consultancies? If an ex
oYcial sets himself or herself up as a consultant?
Sir David Rowlands: Yes, they do; they refer to all
paid employment and that includes setting yourself
up as a consultant. It is actually more diYcult if
they do that because it means that for two years
they have to come back with every consultancy
proposition, if they are caught by the rules, to say,
“Am I okay to do this?”

Q133 Chairman: Do you actually check with the
agencies about the numbers of consultants so
employed?
Sir David Rowlands: Personally?

Q134 Chairman: Does the department? I was using
the royal “we”; Sir David, we do occasionally
confuse you with the whole of the department!
Mr Alexander: I never confuse him with that!
Sir David Rowlands: We do keep records, including
in answering PQs what consultancies have been
bought by either the agencies or the central
department.

Q135 Chairman: It is just that in one of the answers
that you gave to us in relation to the Highways
Agency, you said that the Agency is in control of
its own systems, committed to reducing its reliance
on and cost of using external consultants, but there
are apparently currently over 600 non-civil service
staV working in the agency, and one company has
provided the service of a financial accountant who
has been paid over £350,000 since 2003. It would
seem rather worrying that this is the situation, and
I just want to know that you have a handle on it.
Sir David Rowlands: We have. I think there are two
points there. One is that the agency does need
professional services for consultants in terms of
design engineering, and so on. There was, as we
both know, a particular problem with the
Highways Agency’s financial control.

Q136 Chairman: There certainly was, yes.
Sir David Rowlands: And as part of getting that
right they needed outside support.

Q137 Chairman: Yes. You have been there since
2003; it is not so much outside it is very inside that
is involved.
Sir David Rowlands: Whatever it may have cost it
has produced a position in the Highways Agency
where they can deliver budgets to time. It is why
my department managed to get its annual report in
front of Parliament by the middle of July.

Q138 Chairman: That must have been a great relief
to you, Sir David.
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Sir David Rowlands: It was, when I remember that
the first time I signed oV the 2002–03 accounts it
was in January 2004.

Q139 Chairman: Yes, I think we remember the
problems. Secretary of State, I want to ask about
something which is very specific to the department,
and that is shared services. The Cabinet OYce did
actually specify in a paper called Shared Services
Optimum Size that there should be a minimum
viable and sustainable size for a shared service
centre, one serving 20,000, but in fact looking for
50,000. Is that the number that the department has
in mind?
Mr Alexander: David has been leading on the
shared services agenda. I say that not by way of
deflecting the question, but it has been a subject
about which I have talked with him at length,
partly because we are one of the departments in
Whitehall that has been most closely involved in
the emerging thinking, not just of the Cabinet
OYce but other departments across government.
Sir David Rowlands: The Cabinet OYce guidance
provides that any shared service centre should have
a minimum of 20,000 and optimally perhaps
50,000.

Q140 Chairman: Is that the size of the shared
services project you have in mind?
Sir David Rowlands: The Department for
Transport shared service project will encompass my
entire department and that is something just over
20,000. There are about 19,000 staV and we have
to pay them and look after them, and there are
3,000 non civil servants in the Coast Guard Rescue
Service, what we used to call the auxiliaries, who
will also be in that shared service. So we have well
over 20,000.

Q141 Chairman: The auxiliaries cannot be very
great in number, can they?
Sir David Rowlands: About 3,000.

Q142 Chairman: What is it going to cost? What is
it going to cost now?
Sir David Rowlands: We originally put the cost at
just under £50 million plus—

Q143 Chairman: £50 million?
Sir David Rowlands: Plus a guesstimate—and it was
no more than that—of what it might cost to move
the Highways Agency. I think my department
wrote to the Committee a week or so ago. We are
re-planning the project; we will not have a firm cost
until the start of next year. The costs have
undoubtedly gone up.

Q144 Chairman: You put a cap on it, did you not,
of £45 million? Is it over that?
Sir David Rowlands: It is over that; it will come out
over that. The original position was £49.5 million
including £5 million optimism bias, but I am afraid
that was not optimistic enough. But this project has
been put together on the basis of a very

conservative business case, and even with some cost
increase the business case is still positive, and we
have not included as part of the benefits from the
shared service centre the sorts of benefits that other
departments have captured in their business case—
we have kept them away to make it stack up on a
very conservative basis.

Q145 Chairman: Your interim business case said
that total consolidated financial investment costs
are estimated to be £82.8 million, is that right,
including £40 million SSC accommodation and
£24 million severance costs, is that right?
Sir David Rowlands: The provision for severance
costs was originally £21 million and the likely
severance costs will be considerably less than that,
given the time over which we are planning this. This
is a series of migrations to the new centre of
Swansea that will not be completed until 2009, and
that allows suYcient time to actually plan staV
movements in a way that minimises any need for
any kind of compulsory redundancy, and therefore
minimises the severance costs.

Q146 Chairman: Were you not supposed to go live
on 2 April 2007, and you are now telling us that it
is two years behind, are you?
Sir David Rowlands: No, it will go live on 2 April
2007. It was originally planned, once we had done
the detailed design work, to go live beginning at the
end of August this year, over a four month rollout
through to, eVectively, the end of this year. In fact
it will go live not on a progressive rollout but will
go live on 2 April 2007.

Q147 Chairman: So it is big enough to be viable,
it is more or less on time and the costs will be
considerably above the original plan?
Sir David Rowlands: And the business case is still
positive without including elements that other
departments have put into their business cases. We
have not included the benefit we will get from
procurement savings once we are able to centralise
that into one centre. We are currently looking at
that potential procurement saving of somewhere
between £25 million and £75 million a year. Even
at the conservative end of that you can see that you
get your money back quite quickly.

Q148 Chairman: I am interested in this business
about marine auxiliaries. Are they not volunteers?
Sir David Rowlands: That is a very good question,
if I may say so.

Q149 Chairman: That is why I am asking you,
Sir David.
Sir David Rowlands: The answer is that they are
indeed volunteers.

Q150 Chairman: So what is their status in relation
to you? They are not employees; they are
volunteers.
Sir David Rowlands: There are two aspects. Even
as volunteers—and I do not mean it pejoratively,
but in that slightly old-fashioned sense—they still
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had to be paid, they still needed travel and
subsistence, they still needed to be within the
departmental management system and that is why
there is another 3,000 of them going into the shared
service centre. What is actually happening is that
the changes in employment law—and this is not
just specific to the coastguard rescue service, it is
true of other volunteers—they are beginning to
move towards a position where they are beginning
to look more like staV, although they are not civil
servants because through changes in the
employment law they are beginning to attract
employment rights that were not there a decade
ago.

Q151 Chairman: I seem to recall the department
making a fairly energetic eVort to get rid of most
of the volunteers, but they are not going to be
regarded as staV but not civil servants.
Sir David Rowlands: We did not make an energetic
attempt to get rid of them; we made a very
energetic attempt to value them. There were too
many, it was not clear what some of them were
doing, they were not very professional in some
cases. We now have 3,000 people who are proud of
what they do and they are really professional. We
came down from—I cannot remember the number
now—many more than 3,000 to what we have now.

Q152 Chairman: Are you perfectly firmly convinced
that the Arrive Alive Product is properly based on
evidence? Do you know how eVective it is?
Sir David Rowlands: I think the candid answer is
that it is quite diYcult to measure the impact of
Arrive Alive because it is essentially an educational
process. The evidence, which is not quantified, is
that certainly the recipients of the Arrive Alive
programme regard it as beneficial. There is a
demand for it. I think in terms of the Driving
Standards Agency in mapping out its future
progress, they will need to consider where
something like Arrive Alive fits into that future
programme and try to assess whether the people
and cash resource that goes into it is best value or
whether some of it might be better used elsewhere
in the DSA’s programme. But, no, I do not think
the DSA can set out a piece of mathematics that
says, “This is the consequence of Arrive Alive.”

Q153 Chairman: You will know that the
Committee is very concerned about young drivers
and the amounts of deaths, and you did say to us
that you were talking about comprehensive and
robust driving tests, making graduated licensing
unnecessary. Is that still the position of the
department?
Sir David Rowlands: The position of the
department is that in terms of what the Driving
Standards Agency does, it needs to move away
from what has been, I think, the old position and
needs to think through in terms of teaching people
to drive safely; how you adapt for modern

conditions and you reinforce people’s driving
ability throughout their driving life, rather than just
testing them at the point when they are 17 or 18.

Q154 Chairman: I accept that this is a very great
diYculty. Let me therefore ask you about a vehicle
underclass. You did make it clear to the Committee
when you were replying, you did say there was a
correlation between criminal activity and vehicles
and VED evasion, but there does not seem to be
the targeted response to this. Are we happy that the
department is reviewing the target of reducing the
VED evasion to 2.5 by December 2007? So at the
moment when this Committee is saying that we are
very concerned about young drivers and other
drivers and the problems of monitoring that road
safety you are actually seriously talking about
reducing the targets. Is that the case?
Mr Alexander: This is an issue of concern to us,
not just in terms of vehicle excise duty but also the
issue of insurance enforcement, but it is an issue
that we continue to work on. To return to your
earlier point in terms of younger drivers, I think it
is only appropriate to evidence that the detailed
work that sits behind David’s assertion that work
is being taken forward on that, we are conducting
research on a whole range of issues related to
younger drivers. The development of Pass Plus is a
scheme for newly qualified drivers, the outcome of
which is due in November 2007; the evaluation of
the DSA driver’s record, a report of which is due
in the summer of 2007; and the study of learner and
novice drivers, the report of the impact of which is
due in summer 2007. So both because of the
concerns that I outlined earlier, like the Brake
Campaign, and also in terms of the ongoing work
of the department, these are all issues in terms of
young drivers that we continue to look at, both in
terms of safety but also in terms of the issue of
criminalising that you identify.

Q155 Chairman: And on the underclass, are you
changing the targets? Are you lowering the targets?
You have not agreed a definition. Vehicles that are
used on the road with more than five
characteristics: untaxed for three months, between
keepers for at least three months, keeping with an
unallocated postcode, and the vehicle registration
mark does not go on the Agency record. All of
those things are very important, are they not,
Secretary of State?
Mr Alexander: I fully accept that they are very
important, both in terms of the steps that we took
in terms of the Road Safety Bill that has just
completed its completion in terms of the additional
enforcement powers that we have provided and our
work with Stephen continues, I can assure you. It
continues to be a focus and a reference and I will
be happy to write setting out for you the detail of
the work that we are taking forward in relation
to that.

Q156 Chairman: The report of the DVLA actually
mentions in relation to things like VED evasion the
Agency acknowledges that it may not meet the



3590501005 Page Type [E] 09-02-07 21:07:55 Pag Table: COENEW PPSysB Unit: PAG1

Ev 30 Transport Committee: Evidence

29 November 2006 Rt Hon Douglas Alexander and Sir David Rowlands KCB

December 2007 evasion target. It would not be very
helpful to say, “We are not going to meet it and so
therefore we are going to change the target,” and
I am sure that is not your intention.
Mr Alexander: Equally, I feel it would be not our
intention to perpetually set for ourselves a target
that we were guaranteed to meet, and in that
sense—

Q157 Chairman: I think the targets were already
set, were they not, and this is a question of actually
lowering the existing target to be announced.
Mr Alexander: I take exactly that point and that is
why I want to be on sure ground when I write to
you and set out to you exactly the performance
position.

Q158 Chairman: Secretary of State, we have lots
and lots of questions that we still want to ask you
but I think it would be unfair to go on very much
longer because you have been very helpful. Can I
say to both you and Sir David, and Sir David it
may be—you will be happy to know—that this is
your last oYcial appearance? Can I say that
irrespective of our diVerences we have always
admired your eYciency on this Committee,
particularly your eYciency in obscuring the
answers that you give on behalf of the department!
You have been a man of many parts and I hope
that you have not only a worthy and a happy
retirement but one which enables you to retain the
standard to which you are used to at present.
Thank you for all your work in the past.
Sir David Rowlands: Thank you.
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APPENDIX 1

Supplementary memorandum submitted by the Department for Transport

I agreed to write to the Committee on a number of issues arising out of last week’s hearing on the
Department’s Annual Report. This letter covers questions which the Secretary of State and I were asked
about VOSA and DSA.

You asked about VOSA’s strategic review and requested a copy of the terms of reference given to Deloitte.
I enclose a copy of the Terms of Reference for Appointment of External Advisers. We have, removed from
this version some commercially sensitive financial and operating information which would underpin any in-
house bids so as not to prejudice VOSA’s future position with potential suppliers or partners. These
amendments are clearly shown. Deloitte’s work is to identify potential options! There is not a prior
assumption on what might then be decided. It is therefore too early in the process to identify any emerging
conclusions and none are expected until at least April 2007.

You also raised the apparent disparity between pass rates of bus drivers as assessed by their own company
compared to DSA. In the 2005–06 financial year the national pass rate for PCV tests conducted by DSA
staV was 43%. The national pass rate for PCV tests conducted by delegated examiners was 59%.

Delegated examiners undergo the same Cardington training as DSA staV and must demonstrate the
required competencies. DSA Supervising Examiners are also tasked with the support and development of
delegated examiners to ensure that the uniformity of test control and assessment is maintained at all times.

The diVerence in pass rates may be explained by the diVerent standards of candidates. The bus companies
usually sift potential employees before the start of training and will reject anyone who does not have the
potential to become a bus driver. They employ their own trainers and monitor their individual performance.
If a trainer is presenting a poor standard of candidate then steps can be taken to improve their standard of
instruction. Bus companies also have the flexibility to hold candidates back and give more training if the
instructor considers they are not ready for test.

Candidates tested by DSA are in general presented by private instructors who are often former bus
drivers, but they may well not have had the training that in-house trainers receive. Moreover private
individuals will be paying for the tuition themselves and this may well aVect the amount of tuition they
can aVord.

6 December 2006

TERMS OF REFERENCE FOR APPOINTMENT OF EXTERNAL ADVISERS

VOSA Outsourcing Feasibility Study and Procurement Strategy

1. Purpose

This document sets out the Terms of Reference for the appointment of External Advisers to provide
advice and support to VOSA regarding the merits or otherwise of Outsourcing services currently provided
directly by VOSA staV “in-house”.

2. VOSA

The Vehicle and Operator Services Agency (VOSA) is an Executive Agency within the Department for
Transport (DfT). Our core purpose is to drive up the standards of vehicles and their use on our roads. VOSA
responsibilities include Operator License Administration, Lorry and Bus Testing, Administration of the
national car MOT Scheme and all Road TraYc Enforcement. VOSA current employ circa 2,700 staV with
a predicted turnover of £180 million in 2006–07.

3. Supporting Documentation

In addition to this document, please find attached the following Appendices:

Appendix 1: PP Slides—Potential to Outsource version 0.K.

Appendix 2: Draft Project Plan—VOSA Outsourcing Feasibility Study—version 0.4.

Appendix 3: PP Slides—VOSA Outsourcing—Proposed Governance Structure version 0.6.
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4. Bidder Meetings

In addition to the written documentation provided, all External Advisers invited to bid have accepted a
face to face meeting prior to formal issue of the invitation to tender (ITT).

5. ITT Consultation

All Bidders had been invited to comment on the draft ITT prior to formal issue on 9 June 2006.

6. Terms and Conditions

The contract, to be awarded under the governments S-CAT procurement Terms and Conditions, will be
split into two phases.

6.1 Phase 1: is to provide External Advice and Support, completing detailed analysis of all the potential
options for outsourcing all “in scope” VOSA services, which will conclude with the development of an
Outline Business Case and successful completion of OGC’s Gateway One.

6.2 Phase 2 will be required to develop the Procurement Strategy for the Outsourcing Programme,
prepare the organisation for launching a Procurement and successfully completing OGC’s Gateway Two.
Phase 2 will only be let subject to successful completion of Phase 1 and Ministerial Approval to proceed.
VOSA reserves the right to decouple this phase from Phase 1 and award a separate contract for Phase 2 if
it is not satisfied with the quality of the work delivered under Phase 1.

6.3 External Advice required beyond Phase 2 will be subject to a separate tendering exercise.

7. Background

In August 2005 VOSA commissioned Atos Consulting to complete a Strategic Review. The review sought
to establish whether further outsourcing of VOSA services would:

— Deliver better Value for Money.

— Improve Customer Services.

— Lighten the Regulatory Burden.

— Deliver wider Government Objectives.

7.1 The review looked at the broad range of VOSA services, only excluding areas such as Policy Advice,
Audit, Appeals and areas already subject to transformation through a DVO Shared Services Programme
or that were already outsourced such as the provision of IT services. We have also conducted a small Mori
Poll to seek the views of our customers.

7.2 The review concluded there may be potential to outsource some of our activities. These activities
include Training Services, Operator Licensing Administration, Lorry and Bus Testing, Prosecution and
Legal Services, some of our Administrative and Support Services, and Estates Rationalisation. We also need
to consider more eVective use of the private sector Lorry and Bus Testing Designated Premises (DPs)
network.

7.3 The review has suggested we should not outsource our Enforcement, Intelligence and Policy
activities.

7.4 Overall, the review identified potential eYciencies of £30 million per year, based on adopting an
outsourcing option (see Appendix 1 slide 11 note this slide has been removed from this version as it contains
commercially sensitive information).

7.5 The conclusions from the review have been confirmed with the VOSA Directing Board, the DVO
Board and the Minister for Transport. Consequently VOSA have now been given approval to proceed to
complete a much more detailed analysis of the Outsourcing options for the “in scope” VOSA Services.

8. Process for Selection

VOSA has invited organisations recognised as “Advisers to Government” from the S-CAT Category 8
list to submit tenders for the provision of External Advice and Support. All written proposals will be
evaluated and a short list invited for interview.
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9. High Level Requirement

The appointed External Advisers will work as part of a Joint Project Team with nominated VOSA staV
and key stakeholders, considering all aspects of the outsourcing process including advice, assistance,
drafting documents and project managing production of agreed Deliverables.

9.1 Phase 1: In Phase 1 External Advisers be required to advise, support and complete a detailed Options
Analysis and Feasibility Study (OA & FS), considering the strategic options for Outsourcing all “in scope”
VOSA Services, currently provided directly by VOSA staV “in-house”. In scope Services are highlighted
diagrammatically within Appendix 1 slide 7. Whilst the OA & FS will focus eVort on analysing the agreed
“in scope” VOSA functions, this should not preclude Advisers considering issues related to functions
highlighted in the “Grey Area” where deemed appropriate.

9.2 Within Phase 1 a number of key Concepts need be developed and agreed, which will then form the
basis of specific strategies to formulate the future options for VOSA Services. Key to this Phase will be the
design and development of viable Blueprint options (in OGC terms) for the future operation of VOSA
activities. The development of these will require close consultation with Ministers and other key
stakeholders. The draft Concepts (naming convention and definition to be confirmed with Appointed
External Advisers) are highlighted within Appendix 2—the Draft Project Plan.

9.3 Advisers will be expected to draft, seek comment and complete an agreed number of Deliverables,
including the key Concepts, during Phase 1—as outlined in PHASE 1 Deliverables below.

9.4 In parallel with the generation of specific deliverables, the External Advisers will be expected to
provide on-going advice, support and recommendations related to the management of the complete
Feasibility Study, including but not limited to, guidance on Communications, Stakeholder Management,
Supplier Consultation and HR/Trade Union and StaV consultation.

9.5 The key deliverable in Phase 1 will be the Outline Business Case (OBC). Phase 1 will be deemed
complete on the approval of the OBC passing Gateway 1 and Ministerial approval to proceed to the next
stage to an agreed Blueprint.

9.6 Phase 2: The second phase of this assignment is intended to draw together the outputs from Phase 1
into an agreed set of deliverables in preparation for launching a formal Procurement Programme.

9.7 It is envisaged that a number of deliverables initially prepared during Phase 1 will need to be updated
and finalised by the External Advisers during Phase 2.

9.8 The key deliverable within Phase 2 is the Procurement Strategy. A draft set of deliverables to be
developed during Phase 2 are outlined below. Phase 2 will be deemed complete following successfully
passing of OGC’s Gateway Two.

10. Timetable

Bidders are invited to propose the most likely timetable to complete Phases 1 and 2. VOSA consider both
phases should be completed within a 12 month period, but are open to suggestions regarding duration of
each phase. It may be appropriate to transfer some activities from the initial timeframe [see slide 16] from
Phase 2 to Phase 1.

10.1 VOSA does not wish to dictate a completion date during the tender process and will take advice from
bidders as to the most realistic timescale. However, VOSA is also mindful of the cost incurred by the private
sector through engagement with the supplier market and therefore seek the most realistic, justifiable
timescale to complete this assignment.

10.2 Bidders are therefore asked to include within their proposal a draft project plan, including all the
proposed deliverables, covering Phases 1 and 2, highlighting all the key milestones and completion dates.

11. Governance

Phase 1 of this assignment will be managed through a Project Management structure—see Appendix 3.
The project will be lead by a full time VOSA Project Director heading a joint Adviser/VOSA Project team.
The Project Director will report to a Project Board chaired by the Chief Executive of VOSA who is the
Senior Responsible Owner (SRO).

11.1 It is intended that membership of the Project Board will include:

— Appropriate VOSA Directors;

— A DVO Director;

— A senior DfT Policy Customer Representative; and

— An Independent OGC Consultant.

11.2 The External Adviser is required to recommend how this structure and supporting processes should
be developed. This should reflect “best practice” as exemplified by OGC and the National Audit OYce
(NAO).
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11.3 If Phase 2 is approved, it is envisaged that the Governance Structure would evolve into a
Programme. External Advisers will support the Project Director in developing the appropriate Procurement
Programme Management Structure for Phase 2 and beyond, during the later stages of Phase 1.

11.4 It is expected that External Advisers will adopt appropriate Project and Programme Management
Techniques eg PRINCE 2 and when appropriate Managing Successful Programmes (MSP), for the duration
of this assignment.

12. External Adviser Team Requirements

The requirement is for high-quality consulting support with a track record of success in supporting
Outsourcing Government Services. Successful experience and skills in the following areas are specifically
required and must be evidenced in your proposal:

— Providing advice on Outsourcing of Government Operations.

— Understanding of the Road Transport Industry and strategic transport issues.

— Strategic Business Development, ideally involving similar types of organisation, including
Business Case development and consideration of Public Sector comparator.

— Providing advice on achieving best value for currently government owned associated Assets
including Land, Buildings and IT.

— Formulation and analysis of an HR Handling Strategy related to Terms & Conditions, TUPE and
Pensions.

— Provision of advice and support to manage and assess the “in-house” option.

— Commercial Operations in the relevant sectors.

— Providing advice and support to Public/Local Authority/NDPB’s/Civil Service type organisations
transferring services to the Private Sector.

— Change Management Projects involving Government Outsourcing Options.

— Providing advice to Government Bodies on the restructuring potential of their organisation as a
result of Outsourcing, including proposing revised business models.

— Financial expertise to Developing Financial Models for the Business Design and Evaluation.

— Development of Corporate Governance structures and processes for outsourcing projects.

— Risk and Issues Management.

— Project Management provision to co-ordinate External Adviser deliverables and interface with the
VOSA Governance Structure.

— Support for competitive tendering and investment strategies.

— A culture of innovation and challenge.

— Comprehensive understanding of EU Procurement Rules—for input to the Procurement Strategy.

13. Phase 1 Deliverables

The list below should be seen as “open” for consultation with bidders, it is intended to give bidders a guide
as to likely Products to be delivered by the External Advisers during Phase 1. Within the tender document
bidders should either confirm agreement to the list below or propose amendments/additions/reductions
accordingly.

Proposed Products to be provided during Phase 1:

Project Management

13.1 Project Initiation Document for the Feasibility Study (PID) to include What, Who, When, How &
Why each deliverable is being provided. This will include Roles & Responsibilities for all key Project
Personnel a Project Plan including Joint VOSA/External Adviser Resource Plans, Risk, Issues and Quality
Plans, and Product Descriptions and Quality Criteria for each Deliverable.

13.2 Product Flow Diagrams to confirm dependencies within the development of the Concepts through
to agreement of the Draft Blue Prints and finally the Outline Business Case.

13.3 Communications and Stakeholder Management Strategy.
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Concepts

13.4.1 Asset and Estate Rationalisation Strategy—VOSA has some 160! locations (excluding weigh
bridges) throughout GB, most of which are owned by VOSA. There are 89 Lorry & Testing Stations spread
across the GB (with approximately 20 leased), some of which are operated part-time. Other locations include
Enforcement OYces, TraYc Area OYces and Training Centres. In addition VOSA have access to 227 Lorry
& Bus approved private sector Designated Premises, also used for inspecting Lorries and Buses at annual
test. Through the Testing Transformation Programme VOSA have identified that VOSA Test facilities are
only utilised 47% of the time, excluding use of DP’s. There is therefore a significant over capacity in the Lorry
& Bus Testing network.

13.4.2 Given the overall objectives of the Feasibility Study and the make up of the Estate—What is the
optimum size and make up of the Estate?—How should VOSA handle its Asset Ownership in the future—
Retain as now—Rent with any Outsourced Contract—Rent and Maintain with any Outsourcer—or some
form of sell oV or PFI—either linked or separately from any Outsourcer Contract.

13.5.1 Lorry & Bus Testing Strategy—Stay as now, Multiple Franchising (two or more Franchises to be
let, regionally or nationally) or a model more akin to the Private Car MOT Testing Model with private sector
sites being allowed to apply for authorisation as the market dictates.

13.5.2 If Lorry & Testing is deemed suitable for some form of Outsourcing, what type of deregulation is
appropriate?

13.6.1 Designated Premises Strategy—Currently, VOSA has approx 227 Designated Premises approved
throughout GB. VOSA is obliged to appoint any private Lorry and Bus inspection facility as a Designated
Premises, providing it meets approval criteria. Once approved, VOSA is obliged to provide VOSA testing
personnel at all DPs, in addition to covering its own testing stations. Given the current over capacity in
facilities, how should VOSA approach the use of DPs in the future? This will be a sensitive issue for existing
owners of DPs, who have invested in buildings and equipment to support annual testing. 15% of the total
throughput of annual testing current flows through DPs.

13.6.2 Within the Feasibility Study all these issues must be considered, in developing the future DP
Strategy.

13.7.1 Logical Bundling/Grouping of Services—The Feasibility Study will consider the merits or
otherwise of Outsourcing Training Services, Operator Licensing Administration, Lorry & Bus Testing,
Prosecution and Legal Services, some of our Administrative and Support Services, and Estates
Rationalisation. We also need to consider more eVective use of the private sector Lorry & Bus Testing
Designated Premises network.

13.7.2 If Outsourcing is recommended, how should these services be contracted out—separately, in
discrete groupings or as one single contract?

13.8 Resource EYciency Plan—Across the entire Feasibility Study the External Advisers will be asked
to consider and advise on the likely staYng levels required and the potential for eYciency gains through the
various outsourcing Options. StaV productivity varies across the various aspects of VOSA. The Strategic
Review has highlighted a number of areas where greater eYciency could be achieved.

13.9 Supplier Market Appetite—In parallel with developing all the concepts defined, External Advisers
will assist in engaging with a selected group of potential suppliers to ascertain the market appetite for
bidding for these potential outsource contracts. Within this consultation, External Advisers will conclude
the best market fit for regional/bundling/grouping of services to ensure strong market interest and gain best
value for money.

13.10 Re-modelled VOSA Structure—Having identified target areas of VOSA services recommended for
Outsourcing, develop a proposed restructured VOSA organisation, suitable to deliver retained services and
become the Intelligent Customer for any Outsourced services. Within any proposed revised VOSA
structure—highlight opportunities for eYciency gains, including redundant function post Outsourcing—to
ensure best Value for Money achieved.

13.11 HR Issues Handling Strategy—Formulation of a high level HR Issues Handling Strategy will be
required, setting out clearly how issues such as Terms & Conditions, TUPE, Redundancy, Equality and
Pensions would need to be managed during Phase 2 and beyond. Likely costs as a result of Transfer or
Redundancy will need to be calculated for the Outline Business Case.

13.12.1 The Public Sector Comparator—In order to assess the Business Case for Outsourcing specific
VOSA Services, the External Advisers will ascertain the likely future running costs of retaining the services
“in-house”. In addition to the current VOSA VFM plan, VOSA expect opportunities to be highlighted by
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the current in-house teams during this process. In order to add rigour to the “in-house” public sector
solution included in the Outline Business Case, the External Advisers will be required to advise, support
and quality assure robust in-house proposals, including consideration of benefits, costs, risks and likelihood
of success.

13.12.2 It is recognised by the VOSA Directing Board that any revised “in-house” plans derived during
this Feasibility Study, must be deliverable in the event that those services are not deemed appropriate for
Outsourcing. The Project Board will therefore seek the External Advisers views on the deliverability of any
revised “in-house” plans.

13.13 Strategy for handling “in-house bids” beyond the Feasibility Study—External Advisers are to
develop a strategy to handle “in-house” proposals beyond the Feasibility Stage. If Outsourcing is
recommended as appropriate for certain VOSA services, one assumes this rules out retaining the Services
“in-house”. Therefore, what does this mean in practise?

13.14.1 Supplier Finance and Payment, Risk and Reward Strategy—It is recognised that a number of
diVerent financial models could be developed for payment of Services deemed suitable for Outsourcing.
VOSA could consider simply paying a supplier a management fee for running specific services. Alternatively,
suppliers could be asked to bid to run entire services—bidding the total cost per activity eg the cost per
annual test, with VOSA then adding an additional management to cover supervisory costs. VOSA also
recognise that if Asset utilisation is included, a more complex model could be appropriate, to ensure
suppliers are incentivised to maximise Asset utilisation. Specific Services may be more suited to one type of
payment/reward mechanism than others.

13.14.2 A Strategy therefore needs to be developed for those Services deemed suitable for Outsourcing—
considering the most eVective mechanisms to achieve best VFM contracts, whilst seeking to balance the Risk
and Reward oVered to potential Outsourcers.

13.15 Infrastructure Support Strategy—VOSA have a number of overarching infrastructure support
contracts in place. In particular these include provision of corporate IT and equipment maintenance in the
Lorry & Bus Testing Stations. Outsourcing options need to include consideration of the eVect options could
have on these on going contracts, issues likely to be generated through 3rd party dependence on these
contracts, the ability for VOSA to novate and/or the likely costs of any proposed contract breakage.

13.16 Options Appraisal and Evaluation

13.16.1 Options Development and Evaluation Model—Having developed all the “Concepts”, the
External Advisers will develop an Options Evaluation Model to conclude which Services are deemed
suitable for Outsourcing. This will include the format recommended for each Service eg Regional, National
etc and whether it is suitable to operate as a standalone service or is more appropriate to be grouped/bundled
with other VOSA Services.

13.16.2 Options Appraisal and Recommendations—This report will set out the results from the Options
Appraisal. The report will be presented to the Project Board for approval—recommending which Draft Blue
Prints should be developed to take forward into the Outline Business Case.

13.17 Draft Blue Prints

13.17.1 Draft VOSA Blue Prints—Specific Draft Blue Prints for Outsourcing VOSA Services, to be
developed on the basis of the options appraisal.

13.17.2 Resolution of Fall Out Issues—Irrespective of which Draft Blue Prints are chosen to take
forward, there are bound to be consequential fall out issues created. This document will consider the “fall
out” issues highlighted dependent upon the selection of the Draft Blue Prints. These issues need to be
considered in readiness for eVective valuation within the Outline Business Case.

13.18 Preparation for Procurement

13.18.1 Data Room Requirement—If a Procurement Programme is to be launched VOSA expect a
significant amount of data will need to be consolidated and stored in a central location. External Advisers
will be required to draft the data requirements and resource implication required to support the launch of
any proposed Procurement.

13.18.2 Risk Management required for Outsourced Procurement Programmes—Conduct an analysis of
the major risks to any proposed Outsource Programme and produce proposals for embedding Risk
Management into the Outsource management process and structure. The Risk Analysis should in particular
address “Common Causes of project failure” as published by the OGC and NAO. Conduct a Risk Profile
Assessment.
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13.19 Outline Business Case

13.19.1 Outline Business Case—This document considers the strengths and weaknesses of all the Draft
Blue Prints. It will consider the benefits, risks and issues associated with each Draft Blue Print for
Outsourcing and make appropriate recommendations. The OBC will seek to confirm whether outsourcing
further VOSA services is likely to:

— Deliver better Value for Money.

— Improve Customer Services.

— Lighten the Regulatory Burden.

— Deliver wider Government Objectives.

14. Phase 1—Additional Support From External Advisers

In parallel with the generation of specific deliverables, the External Advisers will be expected to provide
on-going advice, support and recommendations related to the management of the complete Feasibility
Study, including but not limited to, guidance on Communications, Stakeholder Management, Supplier
Consultation and HR/Trade Union and StaV consultation.

15. Phase 2—The Procurement Strategy—Preparing to launch the procurement

16. Phase 2 Deliverables

The list below should be seen as “open” for consultation with bidders, it is intended to give bidders a guide
as to likely Products to be delivered by the External Advisers during Phase 2. Within the tender document
bidders should either confirm agreement to the list below or propose amendments/additions/reductions
accordingly.

16.1 Phase 2 will only be let if Gateway 1 passed and Ministerial Approval granted to proceed.

16.2 Products to be provided during Phase 2:

— 16.2.1 Revise Project Plan for Phase 2 Deliverables based on outcome from Phase 1.

— 16.2.2 Set up handling mechanisms for any “in-house bid proposals” associated with areas
recommended for Outsourcing—based on outcome from Phase 1.

— 16.2.3 Update Supplier Finance and Payment, Risk and Reward Strategy—based on outcome
from Phase 1.

— 16.2.4 Draft and agree Programme Blue Print—based on outcome from Phase 1.

— 16.2.5 Define Service Requirement—based on outcome from Phase 1.

— 16.2.6 Develop with VOSA the Procurement Programme Plan.

— 16.2.7 Confirm Procurement Programme Governance and Programme Team Resource
Requirements—including any specific specialist External Skills required eg Contract Drafters,
Change Management Specialists, Legal and Financial Advisers etc.

— 16.3.8 Finalise Outline Business Case.

— 16.3.9 Assist with Preparation to Launch Procurement—including Drafting Advert and Planning
Industry Day and Drafting Procurement Prospectus.

— 16.3.10 Draft and Agree Procurement Strategy.

— 16.3.11 Assist with preparation for Gateway Two.

17. Phase 2—Additional Support From External Advisers

In parallel with the generation of specific deliverables, the External Advisers will be expected to provide
on going advice, support and recommendations related to the management of the complete Phase 2,
including but not limited to, guidance on Communications, Stakeholder Management, Supplier
Consultation and HR/Trade Union and StaV consultation.

18. Assignment Commencement

VOSA plan to confirm appointment of the External Advisers during week commencing 10 July 2006.
Beyond confirmation VOSA wishes to commence work on the project as soon as possible, but ideally no
later than week commencing 24 July 2006. Bidders are therefore asked to confirm their proposed team’s
availability to commence work within these timescales.
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19. Co-location of Joint Team

VOSA wish to co-locate the Joint VOSA/External Adviser Team within VOSA’s HQ in Berkeley House,
Bristol, for the duration of the assignment. Work is currently underway to identify suitable accommodation
within the BH complex.

20. Advisers Selection Process

A short list of potential External Advisers has been selected from the Government Category 8 list.

20.1 Tenders will be required to submit six copies of their proposals including:

— Proposed Team Structure including specific Roles and Responsibilities.

— Suggested Team “opposite numbers” aligned with draft VOSA Governance Structure.

— A list of Team Members and their proposed commitment to the Project including days per month
and total commitment.

— CV for the Team Leader and for each member.

— Case Studies of relevant assignments for the proposed team.

— Cross referenced evidence to confirm External Advisor team requirements align with those set out
at paragraph 12.

— A short written proposal on how your organisation would meet the requirement, including a
management approach and identification of your proposed deliverables.

— A high level Project Plan—taking the VOSA draft [0.4] on to the next iteration—including your
proposed deliverables.

— Within the Concept set of Products—please include a draft Product Dependency/Flow Diagram
(PFD) to highlight your proposed iterative process necessary to conclude with Draft Blue Prints
and the Outline Business Case.

— A fixed separate contract price for Phases 1 and 2 and any proposed payment milestones.
NB: Milestones only considered practical if we can link to agreed signed oV deliverables.

21. Proposal Assessment and External Adviser Contract Award will be based upon

21.1 VOSA intend to award a contract to the most economically advantageous tender assessed across a
broad range of criteria. The evaluation will be based on the following:

21.2 The qualifications, relevant experience and suitability of the Team Leader and Members proposed,
as described at Paragraph 12.

21.3 Which Team are likely to interact most eVectively with VOSA and the Broader Stakeholder
Community.

21.4 The Quality of the Proposal submitted—this will include:

— Have all theTerms of Reference been covered.

— Is the proposal clearly thought through.

— Have bidders thought through their own ideas or just been led by the info supplied by VOSA.

— Is the Proposal clear.

— Is it Logical.

— Is it Deliverable.

— Is it Practical.

— Is it Understandable.

— Has the bidder understood the requirement.

— Does the proposal include reference to phases 1 and 2.

— Is there a draft Project Plan included.

— Are the dependencies between Products clear.

— Is there a PFD included.

— Are we confident this team could hit the ground running.

— Suitability for subsequent support to Gateway 3 and beyond.

21.5 The Cost and Payment Profiles of the Proposal.

21.6 The Value for Money that the proposal represents.
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22. Closing Date for Tenders

The closing date for submission of tenders is no later than 12.00 noon on Friday 23 June 2006.

22.1 VOSA intend to shortlist proposals.

22.2 Shortlisted bidders will be invited for interview on Friday 7 July 2006 at VOSA HQ, Berkeley House,
Bristol. External Advisers representatives at the interview should include all the Team Members included
within their proposal.

22.3 VOSA intend to notify shortlisted bidders of their selection for interview early in week commencing
3 July 2006. VOSA expect the interviews will take approximately one hour, with a 20 to 30 minute
presentation from the bidder team, followed by an open Question and Answer session with the VOSA
Evaluation Panel.

23. Completed Tenders should be labelled and addressed as follows

VOSA Outsourcing Feasibility Study—Tender for External Advisers

Contract Reference No: 016/005/2080
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APPENDIX 2

Memorandum submitted by VOSA—Vehicle & Operator Services Agency

1

DVO Dir of Strategy
Vivien Bodnar

VOSA Outsourcing – Feasibility Study 
Proposed Governance Structure

Draft 0.6

OGC Cons.
M Hutchinson

CE, SRO & Chair
Stephen Tetlow

Project Board – Stephen Tetlow VOSA Chief Executive, SRO & Chair

Project Director – Steve Tonks
Full Time

External Advisers
Team circ 6

DFT Policy
Stephen Fiddler 

Corp Services Director
Jeff Belt

Operations Dir
Alastair Peoples

Attends Project Boards

Communications
& Stakeholder Mgt

HR inc
•TUPE
•TUS Consultation
•Staff Consultation

VOSA Business 
Expert &
Deputy

“In House”
Public Sector
Comparator & 

Enhanced
VFM Plans

Project Office Support:
Max 6 people inc
•Planner
•Finance
•Risk Mgt
•Admin & Clerical

Version Draft 0.6

Strat & Crp Dev Dir
Lin Willson

DfT Legal 
Issues & 
Constraints

VOSA
Directing Board

VOSA Outsourcing – Feasibility Study 
Proposed Governance Structure Draft 0.6

Senior Responsible Owner & Chair
Stephen Tetlow

Corporate Services Director
Jeff Belt

Project Director 
Steve Tonks – Full Time

External 
Advisers

Communications
&

Stakeholder 
Management

VOSA Business
Expert & Deputy

In house Public Sector Comparator / Enhanced Value for Money Plans Legal : Policy 
TUPE 

Develop 
Outsource
Proposals

TUS
&

Trade
Consultation

Lorry 
&
Bus 
Admin

JJDT DT [AP] AP AP AP MJ

Potential to Merge?

£500k Budget

O License
Admin

Enforcement
Admin

Inc MOT

Lorry
&
Bus
Testing

Estates
Strategy

Training PLS

? ?

O/H
Reduction
e.g 50 posts

√ √ √N/E N/E N/E N/E N/E

Project 
Office
Support
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Commercially unrestricted version (version 0.k)

Background

• In August 2005 Atos Consulting commissioned to 
complete a Strategic Review

• Review to establish whether further outsourcing would:
– Deliver better VFM
– Improve Customer Service
– Lighten the Regulatory Burden
– Deliver wider Government Objectives 

Slide 1

Commercially unrestricted version (version 0.k)

Functions Reviewed

£133m2391Total
£1.0m29Programme Office
£6.8m135Intelligence & Targeting
£40m735Enforcement
£60m1123Lorry & Bus Testing
£5.5m70Training Services
£20m299Operator Licensing
Costs PAStaffService

Slide 2
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Commercially unrestricted version (version 0.k)

Feedback from Mori

• Training

Services that would be better provided 
by a Non VOSA organisation

• Administration of O Licensing
• Vehicle Fleet Inspections
• Weighing in Motion
• ANPR Development

Services where it does not matter 
whether provided by VOSA or not

• Lorry & Bus Testing

Services that ideally should be provided 
by VOSA but may be acceptable if 
provided by another organisation

• Overall Policy
• Roadside Checks
• Final Appeals
• Audit of Inspections (if outsourced)
• Audit of the Outsourcer

Services that under no circumstances 
should be provided by a Non VOSA 
(private) organisation

Slide 6

Commercially unrestricted version (version 0.k)

Do we Do, Do we Regulate?

Training
Services

£5.5 m pa
70 staff

Operator
Licensing 
Administration

£20m pa
299 staff

  ffats 52 ap 
m6.0£  l ageL 

& sor
P

Enforcement
Administration

•TE Support
•VE Support
•MOT Support
•VE Admin
•TE Admin

£3.4m pa
175 staff

Lorry & 
Bus Testing

£60m pa
1123 staff

Routine
Enforcement

•Operator Fleet 
Checks
•Vehicle 
Examinations
•MOT Garage 
Visits

£5.4m pa
195 staff

Roadside
Enforcement
Support

Targeted 
Enforcement
&
Intelligence 
Led Sis

£6.8m pa
135 staff

Stopping &
Prohibiting
at
Roadside

Vehicle
Impounding Regulation

Policy
And
HQ Admin

£12m pa
436 staff

Suitable? Unsuitable?

In Scope 

Out of Scope

Grey Area 

Slide 7

£35.2m  pa          365 staff

Based on 04/05 Financial Year
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Commercially unrestricted version (version 0.k)

Still to be Factored In 

• Quicker robust Change

• De-layered Management

• Access to internal specialist resource for Change Management

• Greater Exploitation of the Assets 

• Opportunity to utilise DPs on contractual basis 

• Wider Services to the Customer

• Commercial culture to deliver Transformed Business

• Benefits of Procurement Competition

Slide 12

Commercially unrestricted version (version 0.k)

Possible Business Models

• Joint management responsibilities reduces control
• Need to define “reserved matters” for public sector without 
compromising strategic partners influence.
• Need a clear exit strategy
• Could be combined with separate service contracts
• Competed at start and possibly again during term

• Strategic partner for VOSA as “co-
owner” of the business bring 
specifically defined skills and expertise 
to the management and delivery of the 
business e.g. NATS PPP, Defence 
Training / VP

Partnership/J
oint Venture

• Reduced operational influence but retained reputation risks
• Could construct regional franchises to allow benchmarking
• Mix of services in a franchise may blur incentives
• Compete sequential and/or in parallel 

• Granting of fixed term rights to 
deliver specific services and charge 
fees
• Provides greater opportunity for 
innovation and profit than service 
contract
• Terms of franchise define and protect 
minimum service standards

Franchise 
Approach

(Prime 
contractor(s) 
with sub 
contracts 
possible)

• Allows “specialist” service providers to bid for core work
• Discrete contracts allows clarity of objectives and performance
incentives in each functional area
•Periodic competition to drive value for money and performance
• Increased contract management  and interfaces issues for 
retained organisation

• Fixed term outsourcing style 
arrangements
• Separate contracts for different 
activity types e.g. O licence, Lorry & 
Bus Testing, Enforcement Admin
• Different contract lengths to reflect 
nature of services, need for flexibility, 
investment cycles

Discrete 
Service 
contracts

IssuesFeaturesModel

Slide 14
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Commercially unrestricted version (version 0.k)

Timeframe & Milestones

Strategic 
Review

Complete

9 months

•Create 
Procurement 
Programme and 
Governance 
Structure

•Develop
Programme 
Blueprint

•Confirm 
Requirement

•Draft Supplier 
Risk, Reward & 
Payment Strategy

• Develop 
Procurement 
Strategy

•Confirm sufficient 
market interest 

• Prepare market  
for launch of 
Procurement

•Finalise OBC

•Gateway Zero

Milestone

•Launch 
Procurement

•Publish 
OJEU Notice

•Run Bidder 
Seminar

•Issue PQQ

•Evaluate
PQQs

•Reduce to 
long list

Milestone

•Issue draft
Service 
Requirement

•Consult 
Suppliers

• Request 
Proposals

•Start drafting 
Contract

• Evaluate 
Proposals

•Shortlist

Milestone

•Issue 
invitation to 
negotiate

• Negotiate 
contract with 
short listed 
suppliers

• Continue to 
update
contract in 
line with nego

• Prepare for 
BAFO’s

•Develop
evaluation
model

• Evaluate 
BAFOs

• Appoint 
Preferred 
Bidder

• Finalise 
Contract

36 months

NB:  Definite approach to procurement to be confirmed with External Advisers once appointed

Award
Contract

VOSA

Identifying

6 months

•Confirm Scope

•Procure External 
Support

•Consult Potential 
Suppliers

•Confirm Market 
Interest

•Develop
Requirement

•Define Market & 
VOSA in house 
Asset Management
Approach

Develop In House
Comparator

•Draft Programme 
Brief & TORs for 
next stage

Milestone

Defining

Milestone

Establishing Shortlisting Negotiating Award
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Commercially unrestricted version (version 0.k)

Next Steps
If we are to progress this initiative the next steps with include:

• Briefing the Trade Unions and Staff
• Clarifying the legal position regarding delegation of functions
• Developing the package – confirm the Scope of the Procurement
• Developing the governance structure for management of the Programme
• Appointing Programme Director, VOSA Team & External Advisers -

estimated cost to cover next steps £500k
• Undertake wider consultation with the market 
• Determine the Commercial Model
• Deciding how to handle the Assets
• Developing High Level Service Requirement
• Developing an Outline Business Case

Slide 17
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APPENDIX 3

Memorandum submitted by the Secretary of State for Transport

At the evidence session on the Department’s Annual Report on 30 November I promised to write to you
about our performance in tackling vehicle excise duty (VED) evasion and the vehicle underclass.

As you know, the context of the discussion was the link between VED evasion and broader criminality:
one of the conclusions drawn from the original police trial of Automatic Number Plate Recognition cameras
in 2002 (Project Laser) was that about 80% of those vehicles stopped for having no vehicle excise licence
were involved in some form of criminality. Therefore the eVorts of DVLA in enforcing VED have a real
impact on reducing general criminality.

There are three main ways in which DVLA seek to maximise VED compliance:

— First, by making compliance as easy as possible, for example through the introduction of electronic
vehicle licensing (EVL) which allows vehicle keepers to tax their vehicles on-line or by telephone
24 hours a day.

— Second, by carrying out enforcement activity themselves—primarily by enforcing from the record.
This means that evaders do not have to be caught on the road, they can be identified from the
database. This results in a much smaller “hard core” of evaders left for the police to target on-road.
DVLA also undertake some direct enforcement activity—primarily wheelclamping—themselves,
as well as in partnership with the police and local authorities.

— Third, DVLA act as an enabler for police enforcement activity by providing accurate data to allow
them to target this group of hard core evaders more eVectively.

I attach a short note giving more detail on each element of this strategy.

In order to drive delivery and assess performance, DVLA have two key targets relating to VED evasion
and the vehicle underclass. These are set out in the DVLA Business Plan for 2006–07. Essentially they are to:
reduce VED evasion to 2.9% by 31 January 2007; to 2.5% by 31 December 2007; and to reduce the number of
persistent evaders of VED (the underclass) by 50% from the June 2002 baseline, by 31 January 2007.

We keep these targets, along with all our key evasion targets, under review—primarily through the annual
business planning round, which also considers resource levels and delivery strategies. Part of this review
process entails ensuring that enforcement activity is cost-eVective. And so we continually review whether
the costs of delivering our challenging evasion targets outweigh the benefits that such low evasion rates
deliver. This is true of both the VED and underclass targets.

We therefore continue to review both our strategy for delivering low levels of VED evasion and the targets
set. It is clearly critical that the targets are challenging, but also that they are cost-eVective and reflect what
we can deliver ourselves, as opposed to the police or other bodies. The DVLA 2007–08 Business Plan will
set out the VED evasion targets that, we conclude, satisfy these criteria and it will be laid before the House
in the normal way in March next year.

18 December 2006

VED Compliance

Electronic vehicle licensing (EVL) was formally launched in January 2006. It provides customers with an
alternative to the paper based application process. Customers can access the on-line system 24/7 and no
longer have to find the supporting documents for insurance and MOT since the system checks these
electronically. Already 34% of all vehicle relicensing applications are being handled by EVL, and the target
percentage take-up by 2010–11 is 62%.

Continuous Registration (CR) started in January 2004 following a report from the Jill Dando Institute
of Crime Science at University College London on modernising the vehicle registration and licensing system.
Those that fail to relicense their vehicles, or declare a Statutory OV-Road Notification, when the old licence
expires are subject to an £80 fine. CR has been successful in reducing the VED evasion rate from 4.8% as
measured in the Roadside Survey for 2002 (the baseline year, and the last survey before the introduction of
CR) to 3.6% in 2005. The latest Roadside Survey for 2006 is expected to be published next month. This will
show how close we are to achieving the interim target of 2.9% evasion by 31 January 2007.

CR is eVective in identifying unlicensed vehicles, provided the vehicle keepership details are up to date.
However, many hardcore evaders attempt to avoid detection by deliberately supplying false keepership
details or simply failing to notify acquisition of a vehicle. On road enforcement is therefore vital to
supplement CR. The police are primarily responsible for enforcement on the road and DVLA helps them
by proving databases of unlicensed vehicles, and those that are incorrectly registered, for use with police
ANPR systems.
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To aid police eVorts, DVLA also has its own ANPR camera vans to identify unlicensed vehicles on the
road. It also has recently re-let its national contract for wheelclamping and impounding unlicensed vehicles.
The new contract, with NCP, looks to double the number of vehicles clamped and impounded in 2006–07
to around 100,000. In addition, my powers to clamp and impound have now been devolved to 86
authorities—76 councils, eight police forces, Transport for London, and the Kent Cubit Partnership
(covering all local authorities, police and the fire service in Kent). It is expected that these devolved
authorities will clamp and impound a further 65,000 vehicles in 2006–07. Around half of all vehicles seized
end up being crushed. These “underclass” vehicles are the very ones that are likely to be involved in
criminal activity.

APPENDIX 4

Memorandum submitted by the Department for Transport

RESPONSE TO QUESTIONS FROM THE COMMITTEE

Committee questions in italic, numbered and ordered as per committee memorandum of 12 December.

Q15 On the inter-urban congestion target, initial analysis shows that on a selection of routes the average delay
encountered on the worst journeys has increased slightly.

Please provide performance information for the inter-urban congestion target. If it is not yet available, please
advise when this will be published and the reason for the delay.

What analysis have you done to identify the reason for the increase in average delay? How will the measures
you have implemented improve the situation? Have you modelled the anticipated impacts of each intervention?

A. The Department’s Autumn Performance was published on 19 December. This said that, for 58 of the
target routes, the average delay encountered on the worst 10% of journeys increased by 2.9% from 3.8
minutes per 10 miles in the baseline period to 3.9 minutes per 10 miles in the latest period (August 2005 to
July 2006). In real terms this means that, for a typical journey in the worst 10% of journeys, travelling 100
miles on a motorway will take just 66 seconds longer than in the baseline period—up from 2 hours 7 minutes
to around 2 hours 9 minutes, an increase of just 0.9%.

The remaining routes within the target are not included in the report because of data quality issues that
are currently being addressed. These 58 routes cover around 80% of the traYc and delay of the PSA target.
Note that performance on these routes may not be representative of performance across the network as a
whole.

Extensive analysis by the Highways Agency and DfT, including drilling into the performance data to see
how it relates to network management experience, has brought to light serious anomalies in some of the data
aVecting routes accounting for about 20% of the delay and traYc included in the measure. The Highways
Agency has put in place a corrective programme to address these data concerns, improve data processing
methods and timeliness, and reprocess the full set of historic data, with the intention of publishing
performance data for the full set of routes in time for the next Departmental Annual Report.

The Highways Agency is continuing to investigate reasons for the increase in delay on the worst journeys,
in particular the relationship between the PSA measure and traYc growth. However the interventions that
the Highways Agency is putting in place have their greatest impact after the most recent measurement period
so, in the context of increasing demand for travel, it is to be expected that journey time reliability has
deteriorated slightly in the first year.

The Highways Agency is implementing a range of interventions that are designed to improve the worst
journeys, and so improve the reliability PSA measure. The Highways Agency is in the process of modelling
the potential impacts of these interventions. A high degree of precision cannot be expected given that the
target and data sources are new and so we have a limited amount of time series data to analyse at this stage,
but this will improve over time.

Why is the Department seeking to take forward pilots of road user charging exclusively on urban roads and not
also on some of the most congested inter-urban roads managed by the Highways Agency?

A. Most congestion is in our towns and cities. The analysis supporting the Eddington Study suggested
that over 80% of congestion is in urban areas. Therefore the highest potential benefits in are also in those
areas. That is why we want to focus on local pilot schemes, supporting local authorities as they develop
proposals.
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Q57 Eddington was commissioned specifically with the job of looking at that interaction between transport
expenditure and economic growth, looking to the future. That will, in turn, inform us in terms of the ongoing
analytical work which we take forward within our department.

How will the Department respond to The Eddington Transport Study? What budget is available to implement
the conclusions?

A. The Government outlined in the Pre-Budget Report its initial reactions to Sir Rod Eddington’s advice,
and some of the key actions it will undertake to implement it. The Department for Transport will publish
later this year, alongside the Comprehensive Spending Review, a more detailed response, which will take
forward the 2004 Future of Transport White Paper and set out new plans to minimise carbon emissions and
sustain economic growth, by delivering improvements to transport at the national, regional and local levels.
And it will reflect the conclusions of ongoing work on the long-term development of rail, as well as the
conclusions of the ports policy review and the further steps on road pricing mechanisms.

The Eddington study has provided an important evidence base as to how mainstream transport spending
can eVectively be targeted at increasing economic growth and productivity, alongside other key objectives.
Transport spending is being looked at as part of the Government’s Comprehensive Spending Review.

Q What research is currently being undertaken into the interaction between transport expenditure and
economic growth? What will you do with the results?

A. The Department has been undertaking research into the link between agglomerations and
productivity to help inform wider guidance on the link between transport and productivity. This has recently
been published at
http://www.dft.gov.uk/stellent/groups/dft–econappr/documents/page/dft–econappr–613769.pdf

The Department continues work in a number of areas which are important in understanding the link
between transport and economic growth. Further research is being conducted on valuing reliability gains
and overcrowding relief, as well as the impact of the productive use of travel time on appraisals. This work
will be used to further develop the Department’s appraisal and Value for Money processes.

Q56 What work has the Department undertaken into the potential of Maglev rail technology in the UK? Please
give details of any feasibility projects undertaken.

A. The Government has a manifesto commitment to look at the feasibility and aVordability of a new
north-south high speed link; we are taking this forward in the development of a long term strategy for the
railways. This work will draw on Sir Rod Eddington’s recently published advice on the long-term impact
of transport decisions on the UK’s economy.

In so doing the Department will draw on a range of evidence and commissioned work to inform our
assessment of what, if any, contribution Maglev can make to the UK transport network. Our conclusions
will contribute to the long term strategy for the railways to be published in summer 2007.

Q72 In each of the last five years how much has the Government spent on external legal advice on rail
franchising? How is this broken down by franchise?

Legal costs of external advice on franchising (£ million)

2002 2003 2004 2005 2006
£4.4 £10.3 £5.0 £3.4 £2.2

Value of franchises let (£BN) £4.8 £1.3 £2.5

2003 costs include those incurred in removal of Connex from South-Eastern franchise and transfer to
SRA whilst undertaking re-letting

Costs incurred by Strategic Rail Authority 2002—September 2005; DfT September 2005 onwards

Spend has not been identified by franchise as it would prejudice the commercial interests of the Secretary
of State as franchise letting authority.
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Q What have been the costs of external legal advice on negotiations with Virgin on the West Coast Mainline?

A. Total external legal costs incurred re-instating the West Coast franchise agreement are £518,000.

Q How many (a) lawyers and (b) commercial law specialists does the Department employ?

A. The Legal Services Directorate employs 66 lawyers but they have to cover all areas of transport. The
main area of work for lawyers at DfT (as with lawyers in other government departments) is public law. In
terms of commercial law specialists, within the Legal Services Directorate there is a Rail Contracts Division
which has seven lawyers. The Aviation division also provides a significant amount of advice in relation to
commercial law issues.

Q82 The performance [of EASA] has markedly improved over the last 12 months, and if it assists the
Committee I will certainly send the basis on which that judgment was reached by experts within my department.

What new evidence is there that EASA is now competent to take on further powers? What improvements have
been made to EASA? Have the budgetary problems been resolved, and how? What powers have been transferred
to date?

In the Secretary of State’s letter of 28 November, he stated that it could be harmful for UK safety interests to
retain the general reserve on the transfer of powers to EASA for a number of reasons. Could you explain what
those reasons are?

A. Significant improvements in the Agency’s performance were made in 2006 with respect to the Agency’s
budget, business and manpower planning, and management and governance processes. Examples are set
out below.

Budget

The Agency’s 2006 budget was stabilised, without aVecting the pace of certification work, through a
combination of higher fees from the larger operators, an increased Community contribution, and economies
in the Agency. An amendment to the Fees and Charges Regulation in June 2006, introduced procedural
changes which allowed certain processes to be carried out in parallel rather than in sequence. This speeded
up certification work, reducing the number of complaints from industry about delays.

The 2006 amendment flowed from the work of a review of the Agency’s budget, financial and managerial
processes carried out by consultants Deloitte. This highlighted the need for a more major revision of the fees
and charges system. The CAA seconded an expert to assist the consultants engaged to carry out this work
who reported to the EASA Management Board in October. The Commission has been taking forward the
work necessary to translate the consultant’s recommendations into a revision of the Regulation which will
further improve budgeting in 2007. The CAA has been closely involved in this work.

Financial and Managerial Processes

Deloitte identified a number of weaknesses in the Agency’s financial and managerial procedures. They
made a series of recommendations, some of which have been implemented in the short term significantly
improving the quality and speed of service the Agency oVers to industry. Other improvements—including
a major IT development programme—will take longer but are now embedded in the Agency’s planning
procedures.

Business and Manpower Planning

The Executive Director is now preparing, for the first time, a proper five-year business plan. The
committee set up by the Management Board to oversee the manpower planning and risk management over
the Agency’s transitional period, chaired by the UK Board member, reported to the last Board meeting on
13 December that detailed manpower forecasts had now been produced. This will enable both the Agency
and the national aviation authorities, such as the CAA, to plan better for the future certification and
oversight of the continuing airworthiness of the Community fleet.

Partnership

In April the UK presented a paper to the Management Board setting out why a genuine partnership
between the Agency and the national aviation authorities was so important and should be embedded in
organisational arrangements. As a result the Executive Director has set up a regular meeting with senior
technical representatives of the authorities to discuss strategic matters and working groups are meeting to
discuss specific subjects as they arise. The second strategic meeting will be in February. One of the working
groups will meet in January to discuss how to refine further the procedures for issuing safety airworthiness
directives, which has greatly improved.
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Transfer of Powers to the Agency

The Committee has asked what powers have been transferred to the Agency to date; it is assumed the
Committee is specifically interested in powers transferred from the UK CAA.

The main tasks transferred from the CAA were the type certification and continuing airworthiness of
design of aircraft and parts manufactured in the UK and the application of existing environmental standards
for aircraft design, together with the certification of design organisations in the UK. The Agency was also
given powers to certify production and maintenance organisations in non-EU states, a few of which were
certified previously by the CAA.

The Agency was also given responsibility for rule-making and standardisation in the fields of design,
production and maintenance of aircraft and parts—areas in which the CAA itself had only limited powers.
In rule-making, for example, the CAA was already obliged by previous Community legislation to meet the
conditions of membership of the Joint Aviation Authorities which included agreeing European wide safety
rules known as Joint Aviation Requirements.

UK Reserve

The Commission published proposals to extend the scope of the EASA Regulation to cover operators
and their crew in December 2005. At that time the Government decided that the UK could not agree to any
extension of the Agency’s responsibilities until it was satisfied that the Agency would be in a fit state to take
on additional responsibilities. We put in place a two-pronged strategy to promote the necessary
improvements. First, the CAA and the Department promoted a number of practical initiatives to help the
Agency which have facilitated the progress outlined above. Second, we placed a “general reserve” on the
Regulation as a signal to the Commission and fellow Member States of the importance we attached to
getting the Agency on the right track.

The general reserve was lifted on 24 November in recognition of the considerable progress made by the
Agency over the last 12 months and to reinforce the UK commitment to working in partnership with the
Agency in embedding those improvements. In practice EASA will not assume its new responsibilities until
2008 at the earliest. We will continue to work with the Agency to ensure that by that time the improvements
underway in the Agency will have reached fruition. If not, there will be opportunities to delay the extending
Regulation at later stages in the legislative process.

However, delaying the regulation would have negative consequences for the UK. The regulation will
extend harmonised rule-making and standardisation into operations and personnel licensing where the
existing systems have been found wanting. Trying to keep existing Joint Aviation requirements up to date
is diYcult to organise. It is important that EASA takes over this function on a legal footing sooner rather
than later if the rules are to be kept current and UK operators’ concerns about a vacuum developing are to
be assuaged.

EVective standardisation investigations by the Agency, backed up by Community enforcement
procedures are needed to address disparate levels of national implementation of safety standards across
Europe. The CAA has been favourably impressed by the initial work carried out by the Agency’s Quality
and Standardisation Directorate and would not want to delay giving EASA its full standardisation powers.

In spite of the reserve the UK has played a significant role in the negotiations of the proposals to date.
The Council has agreed that the new tasks to be given to the Agency should be focused almost exclusively
on extending its existing rule-making and standardisation activities. The general approach reached on 12
December assigns only very limited new certification tasks to the Agency, mainly related to training
organisations based outside the Community. In addition, the Council foresees giving the Agency powers to
issue safety authorisations to foreign operators wishing to use Community airports.

The details of the regulation will be subject to further negotiations in the light of the European
Parliament’s First Reading in February. Maintaining the reserve was unlikely to improve the UK’s ability
to influence these continuing negotiations, and would have marginalised the UK—undermining our ability
to work closely with other Member States.

Q123 We are grateful for the letter from the Permanent Secretary which provided some of the terms of the
VOSA Feasibility Study on Proposed Governance Structures. When does the Department expect to be able to
make the initial conclusions of the study known to this Committee?

A. The Department will make the initial conclusions from the study known to the Committee following
approval of the Outline Business Case (OBC).
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Q When is Phase One of the project due to be completed?

A. Phase One will be complete when the OBC is agreed with the Department. VOSA expect to have the
OBC available for consideration by the Department in late Spring/early Summer 2007.

Q The Proposed Governance Structures are expected to bring £30 million per year eYciency savings—how will
these be achieved?

A, The proposed Governance Structure included in the Terms of Reference is now in place, but this only
relates to the management structure required to complete the Feasibility Study.

EYciency savings were outline figures from the initial scoping exercise conducted last year and are
considered to be commercially sensitive. Any actual proposals will depend on, if and when, any private
sector proposals are made.

Q What number of redundancies are anticipated in VOSA?

A. Until the Outline Business Case is completed, it is too early to assess whether there would be any
redundancies or what the numbers were likely to be.

Q126 We are grateful to the Permanent Secretary for providing the memorandum on delegated examiners.
Please could you provide information identifying the subsequent accident rates for bus drivers tested by DSA
staV, compared to drivers tested by delegated examiners.

A. No data is gathered that allows us to track the accident history for particular drivers, irrespective of
who conducted their driving test.

Q Please give details of the quality control system for bus driving examiners. How often are examiners
independently assessed, and by whom? Where are the results of these assessments recorded, and what do the
results show?

A. Delegated examiners are subject to periodic quality assurance assessments by senior DSA examiners,
covering both their conduct of practical driving tests and associated administrative arrangements. Where
the assessments identify any areas of concern, these are promptly addressed. The results of these assessments
are held by DSA. The conduct of in-house theory tests is monitored and audited by DSA’s integrity team.

Q The Permanent Secretary indicated that firm costs of the Shared Services project would be available at “the
start of next year”. Please provide the Committee with these costs when available.

A. This later stages of the programme are still under review. Firm cost estimates will be made available
when ready.

Q144 At what level of cost increase would the business case of Shared Services be threatened? What is the latest
NPV calculation?

A. The latest NPV calculation depends on the estimate of costs so will be derived and made available to
the Committee at the same time as the cost estimates later this year.

The estimated benefits have been subject to a recent review and the programme is still on track to achieve
estimated headcount savings of at least 377 as shown in the interim business case. Some of the other
anticipated savings are under review: for example, how access is provided to historic data currently residing
on legacy systems.

In our view the business case for shared services is still sound, particularly as it provides the Department
with a platform for providing other strategic services such as e-procurement which will enable further
eYciencies across the Department.

Over a 10 year period, starting this year, the value of the headcount and other savings is estimated to
amount to £129 million from the implementation of Finance and HR. We consider that the cost of
incremental investments to complete the implementation of Finance and HR, which will be below the
estimated benefits, do not threaten the case for shared services.
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Q Given past history, what assurance can the Department give the Committee that its current forecasts are not
overly optimistic and that suYcient optimism bias and contingency has been included in the plan?

A. The programme recognises the diYculties that have been encountered and is changing the way in
which it allocates responsibility, taking a more commercial approach with its Agencies and aligning budgets
and responsibilities to Agencies rather than individuals. This is increasing the focus on risk management
and formalising relationships and accountability within the Department.

Q145 What amount is budgeted for the severance costs expected as part of the move to Shared Services?

A. The amount initially estimated by the Department for severance costs as part of the move to shared
services was £21.7 million. The interim business case included a worst case estimate of £24.3 million to meet
potential severance costs. As a result of delays to the programme, which has given Agencies more
opportunity to make savings through natural wastage etc, the current expectation is that the budgetary
requirement for severance will be below the initial estimate of £21.7 million.

Q Does the Department have any long-term plans to try to sell its Shared Services to other bodies outside the
DfT group, once the service is well established?

A. The Department will assess the scope for this after the service has been bedded in and later migrations
incorporated. In principle the Department sees no barriers to widening the scope of its customer base to
include other government bodies looking to buy in core Finance and HR processes based on SAP.

Q154 Please provide more details about the scope of the studies into (a) Pass Plus, (b) Drivers’ Record,
(c) Learner and novice drivers. When will the studies be completed and published? How will they feed into
Departmental policies?

A. The answers to these questions will be provided in the Department’s Memorandum on Novice
Drivers, which will be submitted to the Transport Committee shortly after the Christmas recess.

Q155 What is the target for enforcement of VED evasion? When, and in what way, were the VED evasion
enforcement targets last amended?

A. The issue of VED targets, and performance towards meeting the targets, was covered in the Secretary
of State’s letter to Gwyneth Dunwoody dated 18 December 2006. A copy is attached for ease of reference
at Annex B.

Q When does the Department publish its annual performance information on VED evasion rates and
enforcement rates? Is this year’s data delayed, and if so by how much, and why?

A. The publication of Vehicle Excise Duty Evasion statistics for 2006 has been delayed from
23 November due to operational diYculties with carrying out the data matching required to produce the
main estimates. Specifically, the diYculties are occurring with the matching of vehicle registration marks
observed in the field and administrative data from the DVLA operational vehicle database. A number of
the matched records are non-standard and must be further understood before fit-for-purpose estimates can
be produced.

The pre-announced publication date for these National Statistics has been changed to January, in
anticipation of data-matching issues being resolved over the next few weeks.

Q. Is the Department on track to meet the December 2007 VED evasion target? Please provide details of
performance.

A. Continuous registration has been successful in reducing the VED evasion rate from 4.8% as measured
in the Roadside survey for 2002 (the baseline year, and the last survey before the introduction of continuous
registration) to 3.6% in 2005. The latest Roadside Survey for 2006 is expected to be published in January.
This will show how close we are to achieving the interim target of 2.9% by 31 January 2007.
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Q The figures for resource budget outturn and planned outturn for Railways under PSA objective 1 (in Table
A2 of the Departmental Annual Report, page 229) show large variances from year to year. Could the
Department please explain why there is a 66% fall in 2005–06, and then year on year increases of 123% and
104% in the following years?

A. The apparently uneven profile of Resource spending reflects the impact of the release of balance sheet
provisions for the de-risked capital grant payments for the Channel Tunnel Rail Link. These accounting
figures are recorded as credits against Resource AME, whilst the grant payments are recorded as spending
in Capital DEL. The following table shows a breakdown of the Resource Budget figures for Rail, as shown
in Table A2 of the DAR, identifying separately DEL and AME components. As can be seen, with the
removal of the accounting figures for CTRL grants, the time profile of spending in DEL is more even.

(£M)

2004–05 2005–06 2006–07 2007–08

As reported in 2006 DAR 850 291 650 1,329
Adjustment for CTRL AME provision 325 669 717 "81
Adjusted Rail 1,175 960 1,367 1,248

The fall in estimated outturn in 2005–06 is mainly due to reduced subsidies from the full year eVect of the
new timetable for Virgin West Coast, and the phasing of subsidies to other franchises, which vary depending
on where the franchise is in its life cycle.

A further factor in the movement in outturn was that, from 2004–05, being the start of a new five year
Rail Control Period, the Rail Regulator decided that because of the large amount of investment in renewals
and enhancements, primarily on the West Coast Main Line, the funding mix between Track Access Charges
and Network Grant should be changed to reduce Track Access Charges (classified as Resource within
subsidies to train operating companies) and to increase the Network Grant (Capital). Also the phasing of
Network Rail’s income within this current control period is uneven, such that from 2006–07 onwards, both
Track Access Charges and Network Grant increase.

Resource Accounts

Q The explanatory notes to the Statement of Parliamentary Supply (in note 2) highlight some under and
overspends. Could the department please give further details of:

£31 million underspend on Other Transport Grants (Resource);

£37 million underspend on Other Transport Grants (Capital).

A. This is explained on page 8 of the Resource Accounts:

AD £30.8 million underspend (DEL)—Other Transport Grants (resource)

— This was caused by underspending within the Rural Bus Services programme and smaller than
anticipated payments to local authorities for de-trunked roads.

AE £37.2 million underspend (DEL)—Other Transport Grants (capital)

— This was due, mainly, to the cancellation during the year of the Mersey Tram scheme and slippage
on other major Local Transport schemes.

Q Note 3b of the accounts show the outturn against the Administration Budget. Why has the Administration
outturn more than doubled from the restated prior year figure?

A.The restated prior year figure excludes the Highways Agency’s outturn, which brings the increase to
£43 million. This increase is mainly due to the transfer of Strategic Rail Authority’s activities to the
Department and an increase in pension costs for Accruing Superannuation Liability Charges (ASLC).

Q Could the Department please explain the following variances from the Programme Costs Note, highlighting
anywhere where changes are due to eYciency savings:

(a) 23% fall in capital grants and 36% fall in EU capital grants;

(b) 77% fall in weather bulletins and warnings;

(c) 80% rise in professional services.
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A. Capital Grants:

The fall in capital grants is 1.4%. There was a decrease in Public Transport Facilities grants.

EU Capital Grants:

Decrease of £13 million from 2004–05 is due to decrease in Trans-European Networks (TENS) grant
relating to Channel Tunnel Rail Link (CTRL).

(b) The funding arrangements for the Met OYce were changed so that MoD took the budget into their
estimates from 2005–06 onwards (about £3.8 million for the year concerned) and funded the
work directly.

(c) The increase in Professional Services costs is oVset by the larger decrease in Other Costs. This
eVectively is a coding reclassification brought about by DfT Rail merger accounting and the
requirement to make adjustments for the Strategic Rail Authority treatment within the 2005–06
DfT Rail Group accounts

Q The “StaV numbers and related costs” note shows an 800% increase in costs on inward secondments. Is this
due a change in Departmental policy on inward secondments? What has been the impact of this increase?

A. The increase in secondments is for the implementation of the Shared Services project. The impact of
this is the transfer of some functions to the Shared Services Centre, based in Swansea.

Q Note 13 to the accounts shows that the Core Department’s outturn has increased by 165% since last year.
Why is this?

A. During 2005–06, the Strategic Rail Authority transferred into the Department, following a machinery
of government change, and certain functions previously carried out by the Strategic Rail Authority were
transferred to the Department. The outturn has increased mainly due to the transfer of these activities, which
is now disclosed under the “Core Department”, as opposed to prior year under “Non Departmental
Public Bodies”.

Q The note also shows that the Core Department’s outturn was 13% over budget. Why did this happen? Why
was the Core Department’s budget not adjusted in the Spring Supplementary Estimates?

A. The Core Department’s outturn has been overstated. This is mainly due to the mapping of some Rail
expenditure to the Core Department, when in fact it should have been to Local Authorities and Non
Departmental Public Bodies. The overall outturn for the Department is under budget, as in the Spring
Supplementary Estimates.
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